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The Hydrogen Bomb 


HE hydrogen bomb is to be manufactured. After weeks of: un- 

certainty and growing uneasiness, President Truman has, dis- 
pelled at least the former by his announcement that work on all forms 
of atomic weapons, including the hydrogen bomb, will be continued 
“until a satisfactory plan for international control of atomic energy 
is achieved.” But the uneasiness remains, and it will grow. A step 
may now be taken which brings closer—no one knows how much 
closer—the day when this planet, like other celestial bodies before it, 
may explode into a flaming mass of gaseous fire, a new sun of appalling 
light and heat, upon which all existence is instantly extinct. To shrink 
from such a prospect, to search for an escape from the atomic arms 
race that is beginning to gather momentum is simple common sense. 
It is not surprising that there are voices raised on both sides of the 
Atlantic to plead that, before any new horror is hatched, another 
approach be made to the Soviet Union and a new effort undertaken 
to secure international control of the atomic bomb. 


There is, of course, everything to be said for agreeing with the 
Russians. It cannot be repeated too often that the fundamental aim 
of western diplomacy is not to defeat the Russians—certainly not 
to defeat them in another war—but to reach such a working agree- 
ment with them as would restore at least the necessary minimum of 
security to a terrified world. But because an agreement is desirable, 
it does not follow that the best way to get an agreement in which 
confidence could be reposed is to ask for it straightaway. Nor does 
it follow, because it is the hydrogen bomb that makes an agreement 
more than ever desirable, that an agreement about the bomb is what 
is needed. If an agreement with the Russians is to serve its proper 
purpose—the restoration of security—it must deal with the real issue ; 
and that, in spite of all the frightful possibilities inherent in atomic 
destruction, is not the hydrogen bomb. The real issue is the risk of 
war. Nobody in the western world is worried about America’s present 
possession of the atomic bomb oi possible monopoly of the hydrogen 
bomb. Western nations know that, even if they have the gravest dis- 
agreement with the United States, the bomb will not be dropped on 
them. It is the risk of war, not of the atomic bomb, that must be 
eliminated, and the test to be applied to any agreement with Russia 
over the: bomb is whether it increases or diminishes the risk of war. 


In the political sense, therefore, the hydrogen bomb changes 
nothing. It makes the avoidance of war with Russia more necessary ; 
but there is nothing in it to alter the judgments previously formed 
about the best way of preventing a war with Russia from coming 
about. If what is going on between the east and the west were a sort 
of bargaining match, then the prospect of this new horror would justify 
conceding quite a lot to get an agreement. But the western countries 
honestly believe. that what they are insisting upon is the irreducible 
minimum necessary to ensure that atomic knowledge is not put to 
the uses of aggressive warfare. That being so, to get an agreement 
by making concessions might make the use of the bomb in war more 
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likely, not less. It is easy and understandable to be swept 
by emotion in a matter such as this. All the more is the 
necessity to keep cool heads and to ask, before action Js 
taken, not whether its intentions are good, but what its 
consequences are likely to be. 


Hitherto, the western nations have sought to reduce the 
risk of war by making it clear that they are able and ready 
to defend themselves. The Mutual Aid Pacts signed a 
week ago are the culmination of a process of building up 
a defence system adequate to discourage any “ adven- 
tures ” on the part of a potential aggressor. The atomic 
bomb and now the hydrogen bomb are in a sense 
subordinate to this wider, super-national organisation of 
defence. Nobody in the least supposes that this system 
provides the whole answer to the problem of Russian 
aggression. It offers no security against the tactics of 
infiltration or the seditious activities of the enemy within. 
It has not been extended to Asia and possibly could not 
be. Nevertheless, in the crucial Atlantic centre of the 
world it has provided part of the answer. When faced 
with force, the Russians retreated from one of their more 
provocative adventures—the blockade of Berlin. Since 
any dictatorship tends to military irresponsibility and the 
Russian Communists in particular are prone to “ dizzi- 
ness through success,” it is quite reasonable to suggest 

that the existence in the Atlantic world of an interlocking 
defence system backed by American military strength 
has discouraged further Russian ambitions and been the 
means of stabilising some sort of a line in Europe. 


* 


This at the moment is the most effective means open 
to the western world to minimise the risk of war, and it 
is by no means certain that an agreement with the Soviet 
Union confined simply to the question of the atom bomb 
would either strengthen western defence or make the 
need for it less—the only two ways in which the risk 
of war could be reduced. Let us suppose that a limited 
agreement on the bomb were reached. In return for an 
American destruction of stock piles and an undertaking 
not to continue with the hydrogen bomb, the Russians 
might agree to put into operation the system of inter- 
national inspection and control of nationally produced 
atomic energy, which is the maximum they have so far 
been prepared to concede. Let us also suppose that the 
Russians made further advances and agreed to transfer 
some atomic activities to international ownership for an 
experimental period, would it even then be true that 
the risk of war was less ? Only surely if atomic agree- 
ment were matched by a general détente and improve- 
ment in the relations between east and west. If either 
side still fears aggression by the other, no agreement, 
however closely drafted and tightly policed, will remove 
the spectre of an atomic arms race. If the Soviets’ world- 
wide pressure continued, if Communists still sabotaged 
arms deliveries in France, if Germans were still rearmed, 
if silently and unchecked the scale of Russia’s land forces 
continued to increase, the risk of war would be no less 
on account of limited atomic agreement. 


It is, on the contrary, possible to argue that the risk 
would be greater. It is not so much a question of the 
stock piles destroyed and the hydrogen bomb abandoned. 


Nothing can rob the United States of its i ble 
lead in industrial techniques and scientific . The 


added risk lies in the preference of the western world for 
an easy, non-belligerent life, for normalcy, for the pacific 


THE ECONOMIST, February 4, 1950 


conduct of affairs. Even a limited agreement with Russia 
might be taken as the signal for a slackening of vigilance 
and a weakening of the defensive effort all along the line. 
It is one of the larger lunacies of Marxism to suppose 
that, because capitalist Germany was aggressive, capitalist 
America would prove so in the same measure. The truth 
is that for the Anglo-Saxon the temptations of peace are 
all but irresistible (as Britain learnt to its cost under 
Chamberlain). At the lightest excuse for optimism—and 
almost any agreement with Russia on atomic energy 
would be regarded as more than a light excuse—he will 
leave his gun and go fishing. There is thus every chance 
that an accord with Russia covering no more than the 
atom bomb would increase the risk of war by leaving 
the major aspects of Russian hostility unchanged while 
lulling the west into a false and lazy security. It is better 
that the cold war should continue until both sides are 
genuinely ready for a complete settlement than that any 
new scientific horror should lead to the disarming of 
one side and the consequent tempting of the other to 
commit aggression. The longest way round may be the 
shortest way home. 


Does it follow, therefore, that no approach to Russia 
can be made ? Even if no friendlier emotion ever stirs 
the Soviet leaders, surely the possibilities of the hydro- 
gen bomb are horrifying enough to create a comradeship 
of common funk ? It would certainly be a grave error 
to allow this or any other opportunity of approaching 
Russia to slip. The hydrogen bomb does appear to offer 
anew opening. It should be seized, not simply, however, 
to discuss the bomb, but to examine once again whether 
there is any possibility of a general détente between the 
east and west. Such a settlement could not be confined 
to atomic agreement ; it would be dangerous if it were. 
It should cover all the major issues of policy—spheres 
of influence, the peace treaties, general disarmament, the 
elimination of hostile and inflammatory propaganda— 
which exacerbate tension and distrust in the world today. 
Only in such a setting of general pacification can specific 
agreements and concessions make a real contribution to 
peace. An atomic convention embedded in a larger 
framework of détente and restored confidence would 
give the world new hope. Without the wider accord, 
there is a risk that it would only weaken the westera 
powers, confuse their defence, divide their will and thus 
actually increase the likelihood of future war. 








Personal Incomes, 1938-1950 


A series of three articles on this subject has appeared 

in The Economist : 
REDISTRIBUTION OF INCOME (Jan. 21) 
CHANGEs IN WaGEs (Jan. 28) 
SALARIES AND PROFITS (this issue) 

These articles are being reprinted as a pamphlet which 


will be available on February roth. Copies of the 
pamphlet (price 6d.; by post 7d.) can be obtained from 


Tue Economist, 22 Ryper Sr., Lonpon, S.W.1. 
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Election Issues—I 
LD 


Five Years 


A JOURNAL that is jealous of its reputation for 

independence would, in any event, be foolish to 
compromise it by openly taking sides in a general 
election. Those electors who look in these columns for 
advice on how to cast their vote on February 23rd will 
look in vain. Even if we had a decided preference, we 
should try to conceal it. In this particular election, 
however, there is another and more compelling reason 
for perching on the fence. However much one may 
admire the gallantry of the Liberal fight, the effective 
choice of a government lies between the Labour and 
Conservative Parties; and their manifestos have made 
it clear that it is a choice of evils—which is always a 
difficult choice. 

What can be done, however—indeed, what the voter 
who takes his responsibilities seriously must do—is to 
survey the real issues one by one and form a judgment 
on the merits of the parties in respect of each. It is 
therefore proposed in this and two succeeding articles 
to review the main issues of the election and to attempt 
to form a specific judgment on each of them—but to 
leave it to the reader to supply his own relative weighting 
of their importance in adding them up to a final choice. 


* 


An election looks both backwards and forwards ; it is 
a verdict on the performance of the past five years as well 
as an expression of confidence in one party or the other 
for the next five years. This article attempts to sum up 
the record of the Labour Government that was put into 
office by the last general election. Two following articles 
will attempt to foresee the issues that will arise in the 
lifetime of the next Parliament and the attitudes that 
the parties can be expected to take to them. 


One of the basic conventions of party politics is that 
the party in office can claim credit for everything good 
that happens during its term and can be loaded with all 
the blame for anything that goes wrong. But this vastly 
exaggerates a government’s control over events. Even 
apart from acts of God and external pressures, govern- 
ments are much more the victims than the masters of 
circumstances. Of what is done in their name, fully 75 
per cent is determined either by the inexorable facts of 
life, by the momentum of past policies or by the prevail- 
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of Labour 


ing habits of mind of the civil service. The margin that is 
significantly influenced by the party colour of the govern- 
ment is very small. Yet it is on this alone that a govern- 
ment should be judged. The Labour Government has 
had some hard knocks from circumstance. But on 
balance it has been lucky. The Americans have been 
willing to alleviate the worst of the possible disadvan- 
tages of the continuing world-wide state of inflation 
and shortage, while it has been able to reap all the 
domestic credit for the full employment that is the other 
side of the same medal. 


But if some of the Labour Party’s claims of achieve- 
ment should be discounted as the mere fruits of accident, 
some of the criticisms that are made of its stewardship 
should similarly be written off. Conservatives have a 
natural tendency to criticise it for not doing what they 
would do. But it is unreasonable to criticise a Labour 
Government simply because it carries out Labour 
policies. Any party must be judged upon its own ground 
and the question to ask is whether it has pursued its 


party policies with wisdom and with benefit to the 
national interest. 


It is in domestic, economic and social policy that 
Labour distinguishes itself most sharply from the other 
parties. External affairs, fortunately, are not a party 
matter in this country—it is to Mr Bevin’s credit that he 
resisted the pressure to pursue a “ Socialist foreign 
policy ”’—and it is enough for the present purpose to 
say that Labour’s record in external policy is about aver- 
age, with the forging of the Anglo-American alliance and 
the settlement in India on the credit side and with the 
Palestine fiasco and the limping obstinacy of German 
policy on the other side. 


x 


The three main heads of Labour’s economic and social 
beliefs are in the public ownership of industry ; in the 
conscious planning of the national economy ; and in the 
equalisation of wealth and welfare. What can be said 
of its performance under each head ? 


Nationalisation will undoubtedly be the most dis- 
cussed single topic of the election. It has often been 
argued in these columns that the change of ownership 
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of industry from private to public, by itself, is a matter 
of relatively minor importance. To say this is in itself 
to imply a criticism of the Labour Government for 
expending so much of its energy and of the time 
of Parliament on a secondary matter. The importance 
of the Iron and Steel Act, for example, does not lie in 
the changes that it will make in the steel industry—for 
it will make very few indeed for a good many years—but 
in the insight that the insistence on it gives into the 
mind of the Labour Party. After four years of 
nationalisation schemes, one gets the distinct impression 
that the party, if it ever knew why it advocated 
nationalisation, has long since forgotten. It nationalises 
as if sleep-walking or by irrational instinct. Certainly 
neither the nationalisation Acts themselves, nor the 
speeches of Ministers in proposing them, nor the actions 
of the boards since they have been set up, have provided 
many clues to the existence of a logical justification of 
a positive kind (there was plenty of negative justification 
in the case of coal) for disturbing the previously existing 


state of affairs. 
*x 


This is not merely a general impression ; it is con- 
firmed by many details. Since Ministers have never 
cleared their own minds about the job that they 
wanted the various nationalisation schemes to do, the 
schemes have not been designed to do any job—except 
the economically and socially pointiess one of replacing 
private ownership by public. The Acts themselves were 
very loosely drafted, with every knotty point of practical 
policy left either to the unassisted decision of the boards 
or—more often—to the uncontrolled decision of the 
Minister. The appointments made to the boards—with 
one or two exceptions—have been of safe mediocrities. 
Broadly speaking, the same people, or the same sort of 
people, run the industries in the same way as before. 
Yet if no change was required, what was all the fuss 
about ? On the whole, the projected benefits from 
nationalisation as such—an improved spirit among the 
workers, the possibility of co-ordination of services and 
of a planned development programme, etc.—have turned 
out to be smaller than was promised, while the dis- 
advantages—heavy overhead, cumbrous, bureaucratic 
methods of operation and the throwing of all labour 
questions into politics, at the expense of costs of produc- 
tion—have proved to be fully as large as was feared. 


The verdict to date must be that the nationalisation 
schemes have certainly increased costs and made indus- 
trial structures more rigid, while the compensating 
advantages, if there are to be any, have not yet put in 
an appearance. The convinced anti-socialist, of course, 
never expected any other result. But many people who 
are neither socialist nor anti-socialist by conviction are 
beginning to feel bitterly disappointed. In most of the 
industries that have been nationalised, there was some- 
thing that badly needed to be done and could have been 
done by state intervention, provided it was very care- 
fully designed to achieve a defined purpose, not merely 
to satisfy an instinctive demand for expropriation. It 
would be wrong to criticise the Labour Party for 
nationalising, since that is what it always said it would 
do. It is right to criticise it for nationalising so badly. 

The same impression—that the party had not really 
thought out even its own distinctive policies—is left on 
the mind by a review of what has been done to secure 
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a truly planned economy. There is, it is true, a 
tremendous apparatus of control, which could have been 
used for carrying through a consistent plan. But that 
apparatus was not, in the main, created by the Labour 
Government so much as inherited from the wartime 
coalition. And there has certainly not been a plan, in the 
sense of a programme drawn up after careful considera- 
tion of the country’s needs and designed to guide the 
national economy from where it is to where it ought to 
be. On the contrary, the Government, having inherited 
a state of affairs that combined full employment with 
high real wages, has been mainly concerned with 
insulating it from the possibility of any change. Even 
this has not been done in a planned manner, in the sense 
of anticipating where the strains were coming and moving 
betimes to relieve them. Policy has rather, as Sir 
Stafford Cripps confessed in a moment of candour, 
staggered from crisis to expedient and back to crisis. 
The two exceptions to this generalisation are the export 
campaign, which has been successful, and Sir Stafford’s 
disinflation, which never went far enough to make a 
positive contribution and shines only by contrast with 
the economic anarchism of Dr Dalton. 

In the last month or two, it is true, there have been 
signs that the Labour economists were beginning to 
evolve the outline of a deliberate plan, based on the idea 
that inflation and controls were not evils to be fought 
against, but good for their own sake. This is at least 
logical ; it might even work if there were no outside 
world ; and it might even be desirable if there were no 
such thing as individual liberty. But if the Labour Party 
is returned and begins to experiment with a plan of 
this nature, the results, in this crowded island, are 
unlikely to disturb the judgment on the planned economy 
that the experience of the last four and a half years 
would suggest. That conclusion, as with nationalisation, 
is that the disadvantages and the difficulties of planning 
have been more apparent than the benefits. And as with 
nationalisation, that is a pity—indeed, even more so, for 
the assertion by Man of some mastery over his economic 
environment is a far more attractive ideal than state 
ownership, and it will be a tragedy if it is brought into 
disrepute by the performance of imperfect practitioners. 


The pursuit of equality is the most firmly rooted of 
all the policies of the Labour Party. There can be little 
doubt that the wage-earning class has been better off 
under the Labour Government than ever before— 
certainly in relative terms and probably in absolute terms 
as well. The great redistribution of incomes, however, 
was a product of the war ; Labour has taken it over and 
preserved it rather than initiated it. Most of the egali- 
tarian legislation of the late Parliament, particularly in 
finishing the structure of social security, was built on 
foundations laid by the Coalition. The distinctive 
— of 2 on that the Labour Government has 

led to the policy of greater equality are therefore 
mainly to be sought in etinisttitinn a in attitude. 

ite ee ee one 
not that it has pursued a poli ualising wealth an 
welfare, but that it has been k soadily content with very 
inferior ways of doing it. Much more passion and 
energy have seemed to be available for levelling down 
those whose wealth and welfare are above the average 
(whether deservedly so or not is a question that Labour 
does not often stop to ask) than for raising the standards 
of the poor. This spirit has been visible in taxation 
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policy, where the Profits Tax, which is indefensible by 
any economic argument, has been invented and steadily 
increased for purposes almost wholly vindictive. It has 
been seen in the operation of the housing controls, where 
people who stand no chance of being allotted a council 
house have not been allowed to provide themselves with 
houses in any other way. It can perhaps be seen most 
clearly of all in the administration of Mr Butler’s Educa- 
tion Act, in whose name a quite unnecessary amount of 
dragging down has been done—to the permanent 
damage of the national life. Whether intentionally or 
not, the Labour Party has given to millions of minds the 
conviction that it hates the middle classes. The reduc- 
tion of the inequality of wealth and welfare is, to judge 
by the evidence, one of the strongest passions of the 
British people in this generation. To a quite remarkable 
extent it is shared by the comfortable, whose eyes are 
open to the fact that any progress towards equality must 
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be at their expense. It would be possible to have a pro- 
gramme of social justice that would unite the British 
people. Labour has chosen—and to all appearance 
deliberately—to do it in a way that runs the risk of 
dividing the people. 

These criticisms are severe. And yet they are very 
much less than decisive. For one thing, they are 
criticisms by reference to absolute standards, and by that 
test any government would show up badly. Mr Attlee’s 
Government has certainly been a disappointment. As a 
radical reformist government it cannot hold a candle to 
the Liberal Government of 1906. But it would be a wild 
misuse of language to call it a disaster. Measured 
against the needs of the nation, its performance is 
certainly no worse than that of the goveynments that held 
office in the eight years before the war. The record of 
the last five years does not, by itself, dictate the choice 
for the next. 


Prelude to Battle 


(From a Special 


The following article, the first of a series of three, 
presents the development of the election campaign as 
it can be seen, not from the national headquarters of the 
contesting parties, but in the constituencies themselves. 


A> yet, to a Londoner’s eye, the election hardly exists. 
It is a column or two in the papers. It is surmise 
and head-shaking in clubs and railway carriages, it 
is the “ phoney war,” the rocket that has fizzled out 
since Mr Attlee put a match to it. But in the provinces 
it has come alive. There the local paper is already 
presenting “ profiles’ of the candidates, printing their 
apologies, describing the new constituencies as they 
have emerged from the melting pot of redistribution, 
estimating chances, interviewing agents. In thousands 
of committee rooms envelopes are being addressed, 
registers are being checked, coloured pins are being stuck 
in wall maps, charts are being marked up with names of 
speakers and dates of meetings. For the most part this 
activity is still behind closed doors—often literally, as 
well as figuratively, because woe betide the agent whose 
carelessness allows the issuance, to an over-zealous 
supporter, of an election leaflet which “ solicits a vote ” 
and so anticipates, for all legal purposes, the opening of 
the campaign. The press is, as yet, the only forum for 
propaganda which does not involve the dreaded account- 
ancy of election expenses. 

But it is an impressive hum. It is reminiscent of 
the film of Desert Victory, when the tanks were 
moving into position for the great offensive ; their bat- 
like rustle and squeak peopled the darkness of the screen 
with ominous premonition of the battle to come. That 
is the sound that comes from pens, typewriters, duplica- 
tors and telephones, as agents move their forces into 
position and hope to have every propaganda gun primed 
—_ for immediate detonation : the moment en 

eir campaign begins. For at least one party, the 
Conservatives, this will be one of the best prepared elec- 
tion campaigns in its history. Labour’s preparations run 
them close ; only the Liberals could use more time. 

The Tories’ p however, differs not only 
in degree ; it differs also in kind. From the typical 
Conservative Party headquarters, in town and country, 


Correspgndent) 


one gets an impression of good organisation. These are 
well-run offices. They are bright, clean, welcoming. 
The switchboard is manned, the doors carry name-plates, 
the filing trays are filled and emptied with a brisk 
despatch, the confident voices answer with crisp 
precision. Admiral Woolton commands a fleet of well- 
run ships, ready to go into action whenever the signal 
is given. By contrast the typical Labour Party head- 
quarters looks down at heel and (often quite unneces- 
sarily) grimy. There is often only a caretaker to answer 
the telephone. No files of literature, few gleaming posters, 
only an old, battered typewriter fighting for space on an 
already over-cluttered trestle table. These are tramp 
steamers, in need of paint and repair, that seem to be 
making slow speeds in heavy weather. The Liberals 
are the little boats hoping to achieve the miracle of a 
second Dunkirk ; they defy generalisation, because they 


range from old pleasure steamers to a snub-nosed 
serviceable tug. 


It is too soon to be sure how far performance will 
reflect appearance in these rival fleets. The Conserva- 
tives will certainly get some reward for being organised. 
Their case will nowhere go by default ; every voter who 
wishes to tread it can find the Right Road for Britain. 
Labour will often have difficulty in adjusting a rather 
rusty machine to meet an opposition at once so smooth 
and so fierce. The Liberals’ prospects still defy their 
own pollsters, leave alone any one else’s. But already 
in some constituencies, it seemed to me, the Conserva- 
tives are beginning to meet the nemesis of over- 
organisation. Wherever their local candidate or agent 
is not a seasoned political campaigner they are in danger 
of regarding the perfection of organisation as an end in 
itself, of finding too much encouragement in the contem- 
plation of their pre-dissolution canvass, and of mistaking 
activity for results. There hangs over too many Cog- 
servative committee rooms the kind of technician’s 
confidence which glowed around the steps of Governor 
Dewey in 1948. Where their organisation exists only for 
the campaign it may prove inferior to a Labour 
machine which has been permeating the working lives of 
its members every day oi the year since 1945. The 
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committee rooms which seem so unequal to an election 
battle are often so because they have to serve as a trade 
union office and house a poor man’s lawyer as well—but 
from that very fact they draw their strength. 


It is the same with issues. The Conservatives are 
armed cap-a-pie. Their Speaker’s Handbook and their 
literature contain all the answers. They can riddle their 
opponent’s record from funnel to water line. But the 
old ship Full Employment may upset their battle plans 
by refusing to reply and by displaying a sponge-like, 
unsinkable indifference to the number of holes shot 
through her. Here, too, there is a risk that the Con- 
servatives’ propaganda may over-reach itself. They bank 
heavily on the belief that there is a “ women’s vote” 
and have arguments, literature and speakers addressed 
to wooing it. But can they enrol these crusaders of the 
fifties, the middle-class housewives, without alienating 
a corresponding number of their lower class, or lower 
middle class, opposite numbers? By contrast the 
dominant Labour conviction that the woman puts her 
cross in the same place as her man may prove to be 
the safer basis for campaigning. 


It may be then that, for all the energy unition 
that will be expended in the next three week®, the voting 
allegiances of all but a slender proportion of the electorate 
are already determined. Agents will admit that much 
of their campaigning is a ritual, whose omission the gods 
would revenge, but whose observance they will not 
necessarily reward. It becomes a question of how to 
mobilise one’s supporters and how to woo the waverers. 
Here three factors are dominant—the canvass, the 
expense limit and the weather. 

The register, it is generally agreed, is good. In some 
constituencies absurdities persist; the dead and the 
blitzed have not always been eliminated. But in the 
main—in contrast to 1945—it is a tool on which all 
parties can rely. But the canvass presents difficulties. 
The Conservatives, I should guess, have more and more 
assiduous volunteer canvassers than their opponents, bun 
they may easily rely too much on pledges too early and 
too easily given. Labour (and Liberals too) suffer by 
having fewer canvassers and by needing them at more 
unpleasant hours—on the dark, wet evenings when their 
voters are most likely to be at home. When to the 


Personal Incomes—Ill 


THE ECONOMIST, February 4, 195 


growing reluctance of voters, especially the younger ones, 
to give any open indication of their voting intentions are 
added the problems presented by mew constituency 
boundaries, few canvasses, I suspect, will be as complete 
by polling day as agents will pretend. 

If ammunition cannot be precisely aimed, the natural 
disposition is to spend more of it and smother the target. 
An inspection of Conservative campaign literature might 
lead one to suppose this to be their intention. But here, 
as at a dozen points beside, the new limitation on elec- 
tion expenses steps in. Caution is the keynote every- 
where, to an almost Gilbertian degree. The margin of 
safety is undoubtedly much smaller than national agents 
anticipated. Labour agents, for all their pleaded poverty, 
are as worried as anyone else. The adaptation of the 
campaign to these novel conditions will be interesting 
to watch. 

No one is pleased about February 23rd. The rural 
constituencies grumble most vocally, and therein Labour 
most of all. It sees its cherished gains among the agri- 
cultural labourers destroyed by inability to get out the 
vote. Even in the towns the complaint is universal, 
though here it falls more evenly on all parties. Never- 
theless, if it is a matter merely of mobilising one’s known 
supporters, even here it is probably Labour which will 
most suffer. Apathy nibbles at the fringes of their 
regulars in this election to a degree which, I suspect, the 
Conservatives do not have to fear: their regulars may be 
less numerous, but for this counter-offensive they are 
in it to the last man and matron. 


Does this fierce determination burn in Liberal breasts 
as well? This is the question that agitates agents, 
Labour and Conservatives alike, in all but the safest of 
constituencies. To woo them, or snub them, to hail 
them as splitting your opponent’s vote or curse them 4s 
splitting your own—these are dilemmas which seriously 
worry the Liberals’ opponents. Seldom have they been 
harder to resolve. Comparison with 1945, an election 
on a faulty register and with different boundaries, is 
seldom illuminating. All that is known is that these 
spoilsports exist. How many there are of them 
and how seriously they will interfere with the chase are 
still questions over which candidates, agents and election 
forecasters will lose a lot of sleep in the next three weeks. 


Salaries and Profits 


WO previous articles have discussed some of the 
changes which have taken place in recent years in 
personal incomes as a whole and in wages in particular. 
Wages are easily the largest single source of personal 
income ; they account for nearly half the total amount of 
disposable money obtained from work and property. 
The rest comes from a variety of sources—salaries, pro- 
fessional earnings, the pay of the armed forces, farming 
income, rents, profits and interest. What has been 
happening to all these non-wage incomes in the last ten 
years ? It is difficult to add much statistical information 
to the movement of bald totals given in the National 
Income White Paper and reproduced in Table I. 
Changes in the size of individual incomes are not directly 
measurable from these figures since in most cases it is 


not known between how many incomes the total sums 
are divided. But this article—the last in the series— 
sheds a little more light on each of the different types 
of income. 

Salary-earners are a very varied . Generally, 
they are thought to be the black-coated workers paid by 
a monthly cheque as opposed to the ’s weekly 
cash packet. But under the official description of salary- 
earners as administrative, technical and clerical staff the 
list includes such widely differing ions as those 
of manager, works foreman, research worker, draughts- 
man, shop assistant, nurse, poli and any office 


worker from the junior office: boy to the high-powered 
executive. For the majority of salaried posts there ar¢ 
no fixed scales of pay. There are, however, some ¢X- 
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ceptions to. this—notably in the civil service and in the 


teaching profession. The salary scales for certain grades 
of the civil service are shown in Table II ; these exclude 
the promised increases implementing the recommenda- 
tions of the Chorley Committee. The average salary in 
each of the ranks shown—taken simply as the mean of 
the upper and lower limit—has increased over the last 
ten years by amounts varying between 14 and 34 per 
cent. In most cases, women have fared relatively better 
than men and the lower ranks have gained cn the more 
semior ones. 


Table III gives the scales of pay for assistant teachers 
and a few other occupations. The maximum salary for 
the university graduate with four years’ training has 
increased by about 30 per cent since 1938; that of 
the certificated teacher with two years’ training by about 





TasLe I.—PE&RSONAL INCOME BEFORE TAX 
(Other than Wages and Transfer Incomes) 


Type of Income 1938 1946 | 1947 1948 
i { | rt 
=e fmn.; 1,110 | 1,630 | 1,750 1,850 
eas ctctibeitetalesie 2 Index| 100 | Wi} 158 167 
Pay and allowances f £ mn. | 78 | 524 | S46 246 
of armed forces.. \ /ndex 100: | 672 | 444 315 
. ‘mn. 84 134 | #147 | 161 
Professional earnings {4 des 100 160 | 175 192 
income from farm- f / mn. 60 |. 190 , 203 | 248 
ie ns emeh ane Index | 100 317 338 413 
V1 fits of other sole { mn. 440 | 815 g80 | 970 
traders and part-4 7,40, 100 |; 185 | 200 | 220 
nerships °5. 2...) 
Rent, dividends and f f mn. | 1,109 | 1,446 1.465 | 1,479 


interest ......... Index| 100 | 130 132 | 133 


50 per cent. The incremental rate for graduate teachers 
has remained unchanged at the 1938 rate of {£15 a year 
for men and {12 a year for women, so that it takes a man 
graduate 17 years of normal service to reach the upper 


TasLe Il.—Some Civit Service SALARIES 
(£ per annum ; London Scales) 


i Men Women 
panels TRPIRS Cee Fa, ER didiiabenactnas peed 
| 4939 ~—s| Present Day 1939 | Present Day 
bie cefiltbubiatabieadaaith | : i 
ADMINISTRATIVE j } \ 
Permanent Seeretary...... } 3,000 3,500 sos its 
Deputy Secretary. ......+. j 2,200 | 2,500 2,200 } 2,500 
Under Secretary .......... ‘ 2,000 } a 1,825 
Assistant Seeretary........ | 1,150-1,500 , 1,320-1,700 1,000-1,325 1,160 1,550 
Principal ......4. Be nadatlbien |. $00-1,100 ,  950-1,250 700- 940 830-1,075 
Assistant Principal. ....... 275- 625° 400- 750 275- 510 400- 650 
EXECUTIVE | i . ‘ 
Assist. Aecountant-General. | 1,050-1,200 | 1,200-1,350 890-1,050 1,025 1,200 
Chief Executive Officer .... | 900-1,050 | 1,000-1,200 740-890 | 830-1,025 
Senior Executive Officer ... | 700- 860 850-1,000 590- 700 725- 830 
Higher Executive Officer... 550- 650 675- 800 450- 525 550- 675 
Executive Offieer ......... 150- 525 250- 650 150- 420 230- 525 
CLORICAL > 
Higher Clerieal Officer..... 400- 525: 525- 650; 320- 420) 420- 525 


Clerical Officer... 0.2.2.6. 105- 350 150- 450} 105- oad vara 
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limit of £615. It should, however, be added that special 
allowances can increase the maximum salary in a limited 
number of assistant posts with special responsibilities 
to at the most £800 a year, excluding the London 
allowance. 


Salaries in local government service are not laid down 


in the same way as for the central government. But for 
the school health service it is possible to make some 
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comparisons. Table III shows that medical officers have 
increased their average salaries by between 30 and 40 
per cent since 1938 and school dentists by rather more. 


In banks, for appointments senior to clerical ones, 
salaries are today roughly 50 to 60 per cent above their 
prewar level but this covers considerable variations 
between branches. Bank clerks have, on the average, 
increased their pay by about 60 per cent for men and 
80 per cent for women. Clerical salaries, mostly in 
manufacturing concerns, have been the object of some 
quite extensive surveys made by the Office Management 
Association in 1942, 1946 and 1948. A male clerk of 
some responsibility who earned about £4 10s. a week 
in 1942 was getting about £6 tos. in 1948. And a girl 
typist’s pay of {2 18s. in 1942 had increased to £4 8s. 
a week by 1948. 


The information set out about salaries, although some- 
what fragmentary, confirms the view put forward in the 
first article of this series that the income of the salary- 
earner has not kept pace with the upward trend in con- 
sumption prices, which have now reached a level about 
twice as high as in 1938. This would be all the more 
true if allowdfice were made for changes in income tax, 
which have naturally made much more difference to the 
net incomes of salary-earners than of wage-earners. The 
salary-earner has less purchasing power and the wage- 
earner more purchasing power than before the war. 
Moreover, in making any such comparison, it must also 


TasLe ITII.—Varrous SALary SCALES 
(£ per annum) 


1938 | Present Day 
Le eee ee a ! wt 
TEACHERS \ 
Graduates :— | 
Men Possess Sa ee | 249— 480 | 360— 615 
WGI Se hic 5 v cttw och es 228— 384; 318— 492 
Certificated teachers :— 
cothcath TTI ES iT OP Te ' 180— 366 | BO0— 555 
WGN Ss b.Sda'Sv bb one de KS | 162— 28 | 270— 444 
ScHoot HEALTH SERVICE | 
Assistant medical officer ....... 500— 700 | 735— 935 
Senior medical officer.......... | '750—1,100 | 1,035—1,435 
Assistant school dental officer... | 450— 5 730— 900 


BaNK CLERKS 
Re oe eee eb abc eek | 7O— 365 157— 546 
Wrenn ea a res es 83— 205 | 155— 365 


Prewar salary scales for teachers are for graduates in secondary 
grammar schools in the provinces and certificated teachers in 
industrial and semi-industrial areas. School dentists’ salaries are 
averages of those advertised in the British Dental Journai which 
vary quite considerably. Bank clerks’ salaries are as supplied 
by National Union of Bank Employees. 


be borne in mind that the wage-earner may have benefits 
in such matters as housing and canteens which may be 
denied the salary-earner. In one respect, salaries and 
wages show identical trends—in the lowering of the 
differentials between skilled and unskilled and between 
men and women. 


This tendency towards the ironing-out of differences 
in pay is also seen in the adjustments which have been 
made in army pay. In total, Table I shows that the 
income of all the armed forces and auxiliary services was 
about three times as much in 1948 as in 1938, but their 
numbers had increased from 385,000 to 846,000 and the 
figures include retired pay and certain pensions. Some 
comparative scales of pay provided by the War Office 
are more revealing. The annual pay and allowances 
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of a married lieutenant in general army service at age 
25 and living out in London unounts to £772 today 
compared with £371 in 1939 ; a major at age 38 on the 
same basis receives £1,174 today as against {768 in 
1939. But a field-marshal’s pay which was £3,925 in 
1939 is actually less today by £13. 


Professional earnings, which cover the earnings of 
doctors, dentists, lawyers, artists, journalists and cihers 
in similar positions, increased in total by 92 per cent 
between 1938 and 1948. But the number of incomes 
contributing to the total may also have altered. Large 
incomes are now reported to be received by doctors and 
dentists in the National Health Service, but the actual 
professional fees generally have moved only slowly. For 
instance, solicitors’ fees for non-contentious business 
were laid down by an Act of 1881 ; in 1925 these fees 
were increased by 33} per cent and in 1944 by a further 
124 per cent. Solicitors’ fees are today, therefore, only 
half as much again as they were nearly seventy years 
ago. 


Fag incomes totalled £60 million in 1938 and £248 
miflion in 1948. These figures measure gbe difference 
between the total value of all agricul produce, 
including food consumed on farms, and the total 
expenses, but without making any allowance for the 
labour of farmers themselves and of their wives. 
There were 360,000 full-time farmers in each year. 
Simple arithmetic gives a figure of average farm 
income at about {150 in 1938 and {£660 in 1948. 
This excludes the income of “ spare-time” farmers, 
estimated in total to be about £3,000,000 in 1938 
and {9,000,000 in 1948. However, the figures are 
gross, and taxation has absorbed an appreciable slicc 
of the increase. There must, nevertheless, have been 
quite a substantial gain for the average farmer. In 
contrast, the average landowner has not fared so well. 
The rents of land and buildings—after deductions for 
repairs and maintenance but before income tax—brought 
in £430 million in 1948 compared with £395 million in 
1938. After tax, and after allowance for higher prices, 
the real net income of the landowner must have suffered 
a very severe fall. 

* 


The last type of income to be considered is that 
obtained from profits, ‘about which there is more dispute 
than any other. Taken as a whole, the payments of 
dividends and interest by companies, after deduction 
of tax, are estimated to have increased by 44 per ceut 
between 1938 and 1948—appreciably less than the 
80 per cent rise in consumption prices. This estimate ‘3 
based on figures in the National Income White Paper ; 
but it is biased in one direction because it excludes from 
the 1948 figures the amounts distributed by newly 
nationalised industries and in the other direction because 
the allowance made for the deduction of tax is almost 
certainly too low. Separate estimates on the profits 
figures of industrial companies which are analysed by 
The Economist put the total of ordinary dividends, after 
tax, at some 35 per cent in 1947-48 higher than in 
1939°40. 

_ The story of profits can be brought more up to date 
in respect of industrial profits for public companies. The 
main results since July, 1948, of the regular analysis of 
profits made by The Economist are given in Table IV. 
The first column shows the gross trading profits. The 


THE ECONOMIST, February 4, 1950 


next column shows how much of these profits, together 
with any other current income, is left after deduction 
of all charges and provisions, including income tax and 
profits tax and debenture interest. All these charges 
reduce the effective trading profits to something like 
one-third of the total income. And by no means all of 
this remaining sum is distributed to shareholders, since 
money has to be set aside for reserves. Only after this 
provision has been made and preference dividends met, 
are ordinary dividends paid out. The figures for divi- 
dends, shown after tax, are indeed small compared with 
those of the gross profits and actually declined slightly 
in 1949 over the previous year. 

One wrong conception about dividends arises from 
confusing gross trading profits with dividends paid out. 
Another comes from measuring dividends with respect 
to the nominal issued ordinary capital of companies 
instead of also including the free reserves—that is, the 
withheld profits of past years-——so as to compare current 
earnings with the total assets on which they are earned. 
According to The Economist’s analysis of profits, the 
quarterly averages in 1949 of gross dividends, before 


TABLE IV.—INDUSTRIAL PROFITS 
(£ million and percentages) 


er tae | 

peroas det Retained’ Pref. 
Trading ; Trading | Profits | Div 
Profits | Profits a * 
1 


No. of Companies 
Reporting in the 
Quarter Shown 


Ord. 
Divs. 











849 CoMPANIES, | 

2np Harr 1948:- | 
Previous year | 206-2 67-8 

| 





% Increase...| 27-7 | 12:1 | 21-7 | 2-8 | 5-9 














1,246 CoMPANIEs, | 
lst Harr 1949:- 
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tax, varied from 13 to 17 per cent of issued capital but 
from 5.3 to 8.4 per cent of the actual capital employed. 
These latter figures are the ones which show the share- 
holders’ return on their capital and it cannot be said 
that they are unduly high. The personal incomes of the 
ordinary shareholders of public companies are certainly 
not being swollen by abnormal profits. What is happen- 
ing to sole traders and unincorporated businesses is more 
e. 

This series of articles has attempted to give a picture 
of the changes in personal incomes in the last ten years. 
Attention should be drawn to the letter on page 258 
giving some later figures on net incomes in different 
ranges. Although the numbers in the higher income 
ranges had increased between 1945-46 and 1947-48; 
they were still outstandingly fewer than before the war, 
in spite of the inflated prices. The war years saw a vast 
redistribution of income and the general shape of the 
pattern has not greatly changed since. It may be that 
the war only brought abruptly a change which would 
have come inevitably, but more gently, under the 
Pressure of present-day social forces. 
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NOTES OF 


A Political Head for OEEC 


For some time past the Americans have been pressing 
for the appointment of a political figure of European 
standing to head the Organisation for European Economic 
Co-operation and to symbolise its weight and authority in the 
attempt to achieve “economic integration” in Europe. These 
suggestions have received very little support among the ERP 
countries, which, on the whole, are well satisfied with the 
manner in which OEEC has been administered by its present 
Secretary-General. Any hopes that the American proposal 
had been effectively buried vanished, however, when Mr 
Paul Hoffman, soon after his arrival in Paris, re-stated the 
desire of the United States Administration for a political 
appointment of this kind. M. Spaak, whose name has been 
usually mentioned in previous discussions of such an appoint- 
ment, does not appear to have been considered. This is 
probably due in the main to the fact that M. Spaak is 
unwilling to give up the important position which he now 
holds in the Council of Europe. Apart from this, his 
recent speech at the University of Pennsylvania, in which 
he berated Britain for its lukewarmness in the cause 
of European co-operation, will have earned him opposition 
in some OEEC quarters, while even the Belgians might think 
twice about supporting a candidate who, as political director 
of the OEEC, might give Socialist advice and direction to 
M. Van Zeeland’s Right-wing administration. The choice has 
therefore fallen on the Netherlands Foreign Minister, 
Dr Stikker, who has now to combine his present office with 
the new post of “ political conciliator”—a feat which will 
call for as much mental dexterity as physical mobility. 


This combination of roles may, however, provide little 
difficulty if one of the most important aspects of Dr Stikker’s 
conciliation proves to be his handling of the OEEC’s relation- 
ship with the United States rather than with the ERP 
countries in Europe. The most telling argument for appoint- 
ing a political personality to head the OEEC is certainly the 
need of a statesman of some standing to talk on equal terms 
and in the name of Europe to American Senators, Congress- 
men and members of the American Administration. The 
OEEC finger of accusation and criticism should on occasion 
be pointed not only at European members of the Organisa- 
tion but at the United States. The Council of OEEC also 
decided that the two vice-presidents of the Organisation—at 
present Dr Grueber of Austria and Mr MacBride of Eire 
—should join the Consultative Group of Ministers and 
that the President, M. Van Zeeland, and two vice-presidents, 
should each spend two days of every week at the seat of the 
Organisation. Thus there will now be no lack of people at 
the OEEC of sufficient status to deal with their opposite 
numbers in the ECA mission at Paris, and on occasion to 
speak for Europe in Washington. 


* * ® 


Black and White in International Trade 


The main task before the Council was the approval of the 
second annual report of the OEEC, which will now be: sub- 
mitted to the Economic Co-operation Administrator in 
Washington. It is meant to provide the main ammunition 
with which Mr Paul Hoffman will do battle in Congress to 
secure the dollars already requested for the third year of 
Marshall Aid. This report, which should be published 
within the next few days, recounts the achievements of the 
European Recovery Programme and sets down the ways and 
means by which Europe hopes to reach solvency in its dollar 
account by June, 1952. 


The most controversial issues to be touched upon in the 
course of the Paris negotiations were the plans for liberalising 
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intra-European trade and for setting up a European Payments 
Union—the more technical aspects of these schemes are 
discussed in notes on page 280. It is quite false to suggest, 
as some Washington messages have done, that Mr Hoffman 
has entered into detailed discussion on these matters and 
that deep differences of opinion have developed between him 
and Sir Stafford Cripps. The differences, particularly in 
the formulation of the new European Payments Union, were 
in the main those which have long divided Great Britain, 
with its desire to uphold the position of sterling and of the 
existing bilateral payments arrangements, from the group of 
nations led by Belgium. Their wish is to restore not only 
immediate multilateral inter-convertibility of European 
currencies but the incentives and sanctions of gold payments, 
once the comparatively modest margins of credit available 
under the new scheme have been exhausted. Mr Paul 
Hoffman has expressed his disappointment at the inability of 
European nations to agree on this scheme and has indicated 
that in future Marshall Aid will tend to go to those countries 
which adopt a really aggressive attitude in the cause of 
European collaboration. 


The suspicion that Britain wishes to maintain a discrimina- 
tory system of international payments and regards the 
formulation of a new European Payments Union as a virtual 
attack on the sterling area system, hardened during the course 
of the Paris discussions. It is true that in the last stages of 
the discussions the Chancellor of the Exchequer made valiant 
attempts to remove the grounds for these doubts and may 
have had a partial success. Unhappily, as in so many 
disputes of principle, the debate between the supporters of 
complete convertibility and non-discrimination and the 
believers in careful currency control and a measure of dis- 
crimination cannot be divided between black and white and 
sheep and goats as each side seeks to do. Britain’s support 
for a managed sterling area is rendered suspect by inflation 
at home, the undue “ softness” of sterling and the uncom- 
petitiveness of sterling goods. America’s championing of 
free trade, non-discrimination and convertibility is weakened 
by tariffs, price supports, subsidies and discrimination such 
as has recently been apparent at Seattle. Somewhere between 
a measure of deflation for the sterling area and an 
American expansion both of imports and credits the answer 
for world trade undoubtedly lies. But how can such a point 
be reached if both sides continue their present attitude of 
“holier than thou ” ? 


* + x 


Completing the Atlantic Pact 


When the bilateral agreements on mutual assistance 
between the United States and the eight west _ European 
powers were signed in Washington last week, the formal 
organisation of defence under the Atlantic Pact was com- 
pleted. The conditions under which the United States will 
release, and the European nations will accept, American 
military equipment are now—together with the proportions 
to be devoted to each country—settled, and in a matter of 
months the material will be arriving in Europe. The agree- 
ments are severely drawn legal instruments devised to meet 
two main conditions ; the first is to ensure that American 
aid will not be used to support a purely national foreign 
policy and will in fact be devoted to the uses for which it 
is intended ; the second is to make the element of mutual 
aid something more than a mete formality while recognising 
that the enormous preponderance of assistance lies with the 
United States. Thus in the treaty with the United Kingdom 
the provision in the Anglo-American Economic Agreement 
which commits the British Government to stockpiling for the 
US Government is declared to be an integral part of the 
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agreement. Equally, under Article VII, the British Govern- 
ment undertakes to shoulder the sterling cost of 
American administration of the scheme within the United 
Kingdom, and further articles deal with customs and diplo- 
matic exemptions. 


There has been some criticism in Washington about the 
dilatoriness of the British Government in negotiating the 
terms of its agreement. There seems to be little or no 
justification for this, and there are two special reasons why 
the British Government should wish to see the agreement 
drafted with the greatest precision. In the first place, with 
a defence budget which is already stretched to bursting point, 
no British Government—particularly on the eve of an elec- 
tion—would dare expose itself or its successor to imprecise 
financial commitments. In fact, by demanding precision 
on this point, the only additional cost it has incurred is 
£53,000 for administrative expenses in Britain in connection 
with the delivery of material, In the second place, the Atlantic 
Pact, including Western Union, is only one aspect of the 
defence problems of Britain and France, and it had to be 
made very clear in Washington that no arrangement could 
' be entered into which would prejudice their position in south- 
east Asia. Britain has become the convenient whipping boy 
in Washington for friction between the Atlantic allies, but in 
fact by adopting a rather sea-lawyers’ approach to the agree- 
ment the British delegation has probably averted future 
trouble for all the west European powers. 


* 


It is known that of the $1,000 million allocated to western 
Europe, France will receive $300 million—the largest single 
allocation. This is a right decision since a strong French 
army is the keystone of western defence: it has been 
chronically short of equipment since the war and until this 
is overcome there is no virtue in mobilising a larger force. 
It may be that improved equipment will do something to 
abate the mood of polite despair in which French public 
opinion views the feasibility of defending Europe. Britain 
does not stand to gain to an equal extent from American 
military aid, although it will enable the RAF to scrap some 
of its more useless heavy bombers in favour of 70 B29s. But 
it does stand to gain enormously from an increase of confi- 
dence and efficiency among its western allies. 


* * x 


Liberal-Conservative Battle 


A follower of the British press and wireless might have 
been pardoned during the past week for imagining that the 
forthcoming election was a contest solely between Liberals 
and Conservatives, an election of 1900 rather than 1950, 
instead of a struggle of two opposition parties against a 
formidable opponent. The turn that the election fight has 
taken is due partly to the publicity which has accrued to 
the Liberal Party from holding their election rally in the 
slack time between the issue of the Labour and Conservative 
manifestoes and the beginning of the intense phase of 
campaign. But it is due even more 
Mr Churchill to attach a large part of the Liberal vote to 
Conservatives. To this task he has brought both tenacity 
and guile. After refusing to accept 
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Liberal to their own, he delivered an adoption speech in his 
constituency in which he invited all men of liberal opinions 
to fight by his side, casting up the official Liberal party as an 
obscure separatist sect. This week he has 

out Mr Frank Byers, the Chief Liberal Whip, in a slight 

of political taste, in divulging the results of a confidential 
inter-party conference on the political broadcasts. There is 
no doubt that the Liberal Party walks a narrow path. How- 


oon Snare may be the content of their manifesto, to be 
publi next week, any impression of irresponsibility ma 
frighten potential Liberal voters into the iceaine con 
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particularly since the conduct of the campaign is in the 
hands of the more radical leaders of the party. On the other 
hand, if they fail to be trenchant and hard hitting the Liberals 
will go unheard among the general uproar—partioularly as 
their manifesto, coming a fortnight after the Conservative 
one, must inevitably create an impression that some of its 
proposals are reflections of Tory policy rather than, as js 
really the case, the other way round. 


x 


Control Over Expenditure 


At the end of last week two reports of the Select Com- 
mittee on Estimates were published, both of them dealing 
with the defence estimates. Subject to an important quali- 
fication, the whole of the defence estimates have been 
examined in the course of a session, a procedure which the 
Select Committee considers should be followed in future 
sessions. The defence estimates account for an expenditure 
of about £760 million—that is, about 23 per cent of the 
total ordinary expenditure of the Government—and there js 
a widely held view, shared by people of all parties, that the 
country is not getting value for money. But their uneasi- 
ness is based mainly on matters of policy, and as the Select 
Committee on the Estimates is precluded from criticising 


policy, no startling revelations or proposals can be looked 
for in its reports. 


In one of them (the seventeenth), however, it does draw 
attention to what seems an unmecessary extravagance even 
if it is assumed that present policy is soundly based. It gives 
two tables, one showing the increase in Service strengths 
since 1939-40 and the other showing the increase in head- 
quarters staffs in the same period: 


Increase Increase 
in in 
Strengths Staff 
since since 
1939-40 1939-40 
% ; 
DOE Ss 6 Se Kas 15 Admiralty......... 202 
Army dts once seca 196 War Office ........ 267 
a NN 116 Air Ministry ...... 203 


It need hardly be said that the Departments concerned have 
ready explanations for these disproportionate increases in 
headquarters staffs, but the Select Committee is not con- 
vanced by all the reasons given and recommends that the 
comprehensive inquiry into the organisation of the Air 
Ministry, the results of which should be reflected in the 


estimates for 1950-51, should be adopted the other 
Service Departments. a 


Much the most important part of these two reports, how- 
ever, is the Select Committee’s comments on the refusal of 
the Minister of Defence, for security reasons, to allow them 
to mvestigate the expenditure on research and development 
and on works services for which no details are given in the 
estimates. During the war, the Select Committee on National 
Expenditure had access to secret information and was 
empowered by the House of Commons to address a 
memorandum to the Prime Minister instead of publishing its 
recommendations. The Estimates Committee is about 
evenly divided on whether the procedure should be applied 
to itself. It is worth noting that Sir Henry Tizard, chair- 
man of the Defence Research Policy Committee, said in 
evidence to the Select Committee that he would welcome 
parliamentary criticism if it could be made consistent with 
the claims of security. Moreover, in evidence to the Select 
awe on Procedure early iri this Parliament, the 

ernment spokesmen resisted the proposal to strengthen 
the Estimates Committee, saying that it “ has com- 


plete power to roam over the whole field” and “can do 
anything it likes within the ambit of its powers.” They 
also that Ministers were the servants not only of 
the Crown, but of Parliament. In the light of these - 
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tions, the decision of the Minister of Defence that the Select 
Committee should not investigate certain aspects of expendi- 
ture is very questionable. The whole matter should be raised 
when the new Parliament meets. 


* * * 


The Butchers Call It Off 


The decision of the National Federation of Meat 
Traders’ Associations to call off their revolt against the 
higher wholesale prices announced by the Ministry of Food 
for this week may have been, in part, genuinely dictated by 
public spirit, but it is also a tribute to the efficacy of the 
Ministry’s threat to suspend the registration system. The 
butchers had, indeed, an intrinsically weak case. The fixed 
margin per pound on which they operate, and which con- 
stitutes their profit, was raised last March, when delays in the 
Argentine negotiations led to a reduced meat ration, in order 
to compensate them for their consequently reduced. turnover 
and incomes. There could be no logical reason for main- 
taining this spread in distribution costs once the turnover 
had been restored, particularly in view of the burden on the 
taxpayer of the meat subsidy, now in the neighbourhood of 
£30 million a year. But the narrowing of any officially 
established margin inevitably evokes protest from the less 
favourably placed businesses. Generally speaking, Ministers 
have not been unduly harsh to the marginal trader. On the 
contrary, the public interest would have justified more 
severity, and the appearance of Mr Strachey as the taxpayers’ 
watchdog is a welcome innovation. 


It is true that in the meat trade with its ironclad regula- 
tions it is hard for the marginal trader, or indeed any other, 
when faced with a cut in aggregate profits, to find means of 
improving his position. He cannot exercise the retailer’s 
specific competitive skills of buying in the best market goods 
corresponding as exactly as possible to his customer’s re- 
quirements ; price, source, quality, even the actual value of 
his merchandise are alike dictated. Unless he is a large 
multiple trader who can offer registered customers exclusive 
access to attractive side-lines, virtually his only way of com- 
peting for new registrations is one or another form of 
fiddling—a decided handicap to the scrupulous. The 
security from competitors, the general stability, offered by 
the apparatus of registration, ration and licence is certainly 
popular among those whom it shelters, but it is paid for 
by an unhealthy degree of helplessness. The Ministry of 
Food’s sledgehammer powers have been used, this time, 
reasonably and in good cause ; the worst of which one can 
accuse Mr Strachey is of a certain tactless abruptness, Those 
same powers, however, could be on another occasion un- 
reasonably and tyrannously used without possibility of resis- 
tance or redress. The controversy over the butchers’ sur- 
charge raises the whole vast question of the Executive's 
relation to the citizen ; a question on which other bodies 
than retail associations—trade unions, for instance—might 
do well to meditate. 


* * * 


Moscow Trades the Horse 


The duration of the Russo-Chinese negotiaticns in 
Moscow, since Mao Tse-tung appeared as the guest of honour 
seated next to Stalin at the latter’s seventieth-birthday 
celebrations, has naturally caused astonishment and puzzled 
speculation throughout the world. This has clearly been no 
case of top-level statesmen meeting to put the finishing 
touches to an agreement which has already been firmly 
outlined in negotiations through diplomatic channels. It 
certainly appears probable that either the Russians or the 
Chinese or both sides expected the talks to go more easily 
than they have, and that their duration was unexpected— 
for it can hardly be supposed that, if the difficulties had been 
foreseen, either Russia or China would have wished thus 
to advertise to the world the discord between them. 
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One factor has no doubt been the amateurishness of the 
Chinese Communists in diplomacy ; they have not previously 
had any experience of relations with foreign states and may 
have been unduly bewildered and resentful when they found 
that formal and official negotiations with the Soviet Govern- 
ment were something very different from the informal liaison 
which Moscow maintained in the days when the Chinese 
Communists were only a rebel guerrilla faction. On the 
other hand, now that they have become the Government of 
China, recognised not only by the nations of the Russian 
bloc, but also by Britain and India, the Chinese Communists 
have no doubt acquired a new sense of their own dignity 
and importance and also of their responsibility as guardians 
of China’s sovereign rights, which may have come as an 
unpleasant shock to the men in the Kremlin. 


According to reports which are said to have leaked out 
through Soviet satellite countries Russia has been making 
sweeping demands on China for control of five ports on 
the Yellow Sea in addition to the’ existing control of Port 
Arthur’ and Dairen (Chingwangtao, Haichow, Chefoo, 
Weihaiwei and Tsingtao have been named), for increased food 
supplies from Manchuria, for Chinese labour contingents for 
work in the Soviet Union, and for rights for the Moslem and 
Mongol minorities in China—which appear designed to 
loosen these areas from China and bring them under Soviet 
protection. The Chinese on their side are reported to have 
asked the supposedly wealthy Russian uncle for’ financial 
aid to a total of some {£1,000 million. If such information 
is correct, it is no wonder that the negotiators need time to 
reach an agreement. For Mao can hardly accept such 
Russian demands without appearing in Chinese eyes as the 
“running dog” of a foreign. imperialism, and Mr Stalin 
can hardly provide China with credits on the scale requested 
without putting a very severe strain on the whole economy 
of the Societ Union and its satellites. China has hardly 
anything with which to make payment directly to Russia 
except Manchurian foodstuffs and if these are exported, 
how is China to relieve the serious food shortages in other 
parts of its own territory ? Unlike such countries.as Poland 
and Czechoslovakia which pull their weight economically, 
China—apart from Manchurta—is essentially, from Russia’s 
point of view, a poor relation, whose only value to the 
Kremlin lies in the harm it can do to the western Powers. 


* * * 


Offensive Against France 


In one field at least China is able to do Russia a very 
valuable service ; it can seriously embarrass France, and 
thereby indirectly the whole Atlantic Pact grouping of 
nations, by adding fuel to the flames of war which continue 
to burn in‘ Indo-China. France is now so completely com- 
mitted to support of the Vietnamese Government of Bao 
Dai, which is willing to remain within the French Union, 
that it is scarcely possible for a French Government to 
retreat from this position without a national humiliation 
which might be fatal, not merely to a particular French 
Cabinet, but to the existing regime of the Fourth Republic. 
On the other hand, the Viet Minh forces led by Ho Chi-minh 
hold a large part of Vietnam, and prolonged military cam- 
paigns have failed to crush them decisively. Bao Dai, by 
making his return to Indo-China conditional on an agree- 
ment embodying most of the outstanding claims of 
Vietnamese nationalism, has been able to refute the charge 
that he is nothing but a French puppet, and recently support 
for him in Vietnam seems to have been growing. But there 
is no evidence that he could stand by himself without the 
assistance of French troops, nor is it intended that he should. 
The French point to Burma as a warning of what might 
happen if all their troops were withdrawn, and indeed Bao 
Dai might not be able to do even as well as Thakin Nu. 


With a backing of French troops and with the dignity 
afforded by international diplomatic recognition—which is 
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of crucial importance for Eastern peoples emerging from 
colonial status to political ipeapenrnce me Dai might in 
time be able to consolidate his position and extend his 
authority over the areas now held by his rival. Without 
any moral or material support from abroad, Ho Chi-minh’s 
opposition would probably peter out in the end, though his 
hold on Vietnamese popular sentiment as the uncompro- 
mising champion of the national cause would not easily be 
eliminated. But the fate of Vietnam has now become an 
international issue. Both China and Russia have now recog- 
nised Ho Chi-minh’s Government—which lurks in the 
interior of Vietnam eluding French air attack—as the de jure 
government of an independent Vietnam. This moral sup- 
port will be in any case a great encouragement to the Viet 
Minh regime, and may be followed up with material support 
of arms supplied as to a “ friendly ” state. 


The international implications of this development are 
serious and their significance has not been overstated in the 
strong note of protest which France has addressed to 
Moscow. As the Peking Government itself had not yet 
received French recognition, Sino-French diplomatic rela- 
tions could not be affected, except in so far as the Chinese 
action gives France a weighty reason for refusing to recog- 
nise the Communist regime. But Russia is in diplomatic 
relations with France, and for Moscow to give diplomatic 
recognition to a rebel authority in a part of the French Union 
is the most direct and revolutionary challenge issued by 
Moscow to any western great power since the end of the 
Second World War. 


* * * 


Communist Strikes and French Security 


The French Communist Party has shown its hand. 
The strikes which it has fomented against the shipment of 
arms to Indo-China and the arrival of war material from 
America are openly declared to be political, and the connec- 
tion between them and any demand for wages is now 
acknowledged to be entirely secondary. It is therefore not 
surprising that the French Government have, on the direct 
instruction of the President of the Republic, determined on 
counter measures to “ protect national sovereignty ” and the 
security of the state. Troops will be used wherever strikers 
refuse to handle goods in the ports or on the railways, and 
where, as in transport, the strikers are Government employees, 
they will be liable to instant dismissal. Moreover, the 
Government intends to take action to reduce the flood of 
false information published by the Communist press, and, 
in particular, will seek to prevent Members of Parliament 
from acting as the directors of newspapers, in order to secure 
parliamentary immunity for their papers’ falsifications. 


The two sides are thus braced for action and the test is 
likely to come before many weeks are out, when really large 
shipments of American war material begin to arrive under 
the terms of the Mutual Aid Pact. It is difficult to forecast 
the outcome of the struggle ; the Communists have in their 
favour the intense unpopularity of the war in Indo-China, 
and are seeking to make it the centre of their propaganda. 
On the other hand, there is fairly general acceptance of the 
need for the Atlantic Pact and, above all, the working class 
appear to be wearied of political strikes divorced from any 
economic objective. It seems, therefore, that the Com- 
munists’ best hope is to concentrate upon the economic 
grievances of various strategically placed workers—long- 
shoremen, transport workers and so forth. 


‘Here they are on strong ground. The failure of the 
lower-paid workers’ wages to keep pace with the rise in the 
cost of living is now so generally recognised that M. Bidault’s 
government was recently compelled by the unprecedented 
vote of 540 to 2 in the Assembly to grant for the month 
of January a 3,000 franc bonus to all workers whose wage 
is less than 20,000 francs a month. The difficulty in passing 
beyond such palliatives to a genuine rise in working-class 
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income lies in the precarious financial position of the country, 
and the belief, strongly held by the Radical elements in 
M. Bidault’s coalition, that concessions to the trade unions 
will undermine the franc and be a signal for fresh inflation. 
Indeed, the French financial position remains generally pre- 
carious. The fact that M. Bidault had to use six votes of 
c@ifidence to force through the final version of his budget 
shows how slender is the measure of agreement on future 
financial policy. 


* * 7 


Election Gambling 


It is curious that in a nation devoted to gambling as 
the British so little opportunity should nowadays be taken 
of a general election, the most sporting of all events. 


Between the wars there was a considerable amount > 
gambling on the composition of the next parliament. At 
one time there were extensive dealings in “‘ majorities ” on the 
Stock Exchange. Conservative majorities would be quoted at, 
say, 70-80. If the eventual majority came out at 100, a buyer 
of one unit at the price of 80 would win £20, the seller losing 
£30. If the majority came out at 50, those who sold at a 
higher price would gain at the expense of buyers. There was 
also, at any rate in 1924, a market in straight bets against 
given results. Looking back, the odds seem to have been 
based on fantastic calculations. In 1924, 99 to I was 
reported as offered against the Conservatives getting as many 
as 390 seats, when in fact they got 412. In 1929, on the 
other hand, dealers in “ majorities ” finally settled on figures 
only forty seats different from the actual results. 


In 1931 election gambing led to disaster. The market price 
of majorities was about 170 to 200 (for the National Govern- 
ment). The actual majority was 469 over Labour, the 
next largest party. The difference to be settled was anything 
up to £300 tor each unit traded—after allowing for 
extensive hedging it is thought that £750,000 changed 
hands. There was a much publicised lawsuit when a trader, 
unable to honour his debts, pleaded the provisions of the 
Gaming Act. The sequel was a ban by the Council of the 
Stock Exchange on all such dealings, which has been 
reaffirmed at each subsequent election. In 1935 a big London 
bookmaker decided to open a book on “ majorities ” and did 
substantial business. But in 1945 there was little betting: 
7 to 4 was offered on a Conservative majority of over 50, 
and § to I against a Labour victory. Fortunately for the 
bookmakers little business was done. 


In the 1950 election there appears to be very little busi- 
ness—at least very little that can be observed above ground. 
Inquiries of three big bookmakers reveal that only one of 
them is doing any election business. His odds on a Labour 
victory have lengthened during the past few months from 
5 to 4 on to 6 to 4 on. There is a small unofficial market 
for straight election betting in the City, where very short 
odds are being offered on either party. A great deal of the 
money which is placed is in the nature of insurance, and 
it can well be argued that in this particular election there 
is a definite insurable risk, which in the case of certain 
interests can be measured in actuarial terms. The fact that 
insurance methods can be brought to the aid of political 
strategy is shown in the most sensible arrangement made by 
the Liberal Party whereby members of Lloyd’s have under- 
written all their deposits lost between the numbers of 50 and 
250 for a payment of {£5,000—a demonstration that the 
Liberals are still the party of new ideas, and that Lloyd’s 
underwriters believe they will not lose more than 83 deposits. 


* * * 
A Bid for Freedom 


In spite of the fact that the hospital and much of the 
other public assistance services have been handed over 10 
orgamisations there are now 1,1 §4,000 local government 
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employees compared to 846,000 in 1939. A report published 
last week by the Local Government Manpower Committee 
[Cmd. 7870] makes a sincere and detailed attempt to review 
the methods of departmental control over local authorities 
and to suggest ways of reducing staff by reducing the volume 
of business which flows between local authority officers and 
Whitehall ministries. The recommendations were drawn 
up by a series of sub-committees composed of central and 
local government officers. Their task was to determine where 
in any particular service—housing, schools, town and country 
planning and the like—a line could be drawn between the 
responsibility of the government department concerned for 
the proper expenditure of public money, and the responsi- 
bility of the local authority for the execution of the service. 
The sub-committees were instructed to work on the prin- 
ciple that local authorities had responsibilities in their own 
right and that central control should be exercised “at key 
points where it can effectively discharge its responsibilities 
for government policy and financial administration.” 


The result is a number of detailed recommendations which 
could do much to ease the burden on both central and local 
government. The recommendations differ from service to 
service, but they have several common features. Schemes 
submitted for approval can be less detailed, approval in the 
case of housing plans can be assumed if no comments are 
received within 14 days, limits on expenditure without prior 
approval could be raised, local authorities can be empowered 
to go ahead with schemes which conform to agreed prin- 
ciples, greater reliance could be placed on the technical staffs 
of the local authorities themselves. Ali these proposals, if 
accepted and energetically followed up, could do much to 
loosen the restricting influence of central control over 
local government. Yet it is a matter of some regret that 
by approaching the issue as a method of saving manpower, 
the reformers should have climbed in at the window instead 
of knocking boldly at the front door. 


* x * 


Approved Schools 


The most surprising fact revealed in the report on 
approved schools by the Select Committee on the Estimates 
is that the population of those in England and Wales has 
fa'len from a peak of 11,407 children in September, 1945, 
to 9,230 in the same month of last year. Yet in 1948, the 
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latest year for which statistics are available, the number of 
children found guilty of indictable offences was 44,434, the 
highest it has ever been. It is reassuring that the increase 
in juvenile delinquency during and since the war (in 1939 
the number of delinquents was only 30,835) has not led to 
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overcrowding in approved schools, which would very much 
hinder their work. 


But although the population of approved schools as ; 
whole has fallen, there are still waiting lists for some of the 
schools in England and Wales—though not in Scotland 
where all the schools have vacancies—especially for those 
for boys under 15. The Home Office estimates that 1,800 
new places will be needed in the next five years apart from 
replacements in existing schools, many of which are in urgent 
need of reconstruction. It is mainly the girls’ schools that 
are becoming redundant, but the Select Committee agrees 
with the official view that girls’ schools are not easily con- 
vertible into boys’ schools. It also that it is not 
always possible to amalgamate two -empty schools, and 
that some reserve accommodation must be retained to meet 
unforseeable demands, 


What the Select Committee does query, however, js 
whether it is justifiable to incur expenditure on the present 
increasing scale on approved schools when expenditure on 
the education of normal children is being restricted. The 
average cost per child per week, including expenditure on 
repairs and new equipment, is £5 4s. 9d. in England and 
Wales and £4 15s. in Scotland. But the high cost is not 
surprising in view of the high ratio of staff to children 
involved in the constant supervision that is needed through- 
out the year. There is a great deal to be said for the Sclect 
Committee’s recommendation that parents’ contributions 
towards the cost of maintaining their children in approved 
schools should be increased (at present it averages 3s. 4 
week in England and Wales and under 1s. 7d. in Scotland) ; 
this should bring home to the parents their responsibility 
for a child—and for the actions which landed it in an 
approved school, But to adopt a parsimonious attitude to- 
wards the schools might well undo much of the very good 
work that most of them undoubtedly do. 


* * * 


Germany and the ECA 


At the end of last year, the Federal Government of 
Germany submitted to the Organisation for European 
Economic Co-operation a memorandum outlining its pro- 
gramme for the last two years of the Marshall Plan. The 
memorandum itself was not published, but the comments 
made on it by the Economic Co-operation Administration 
have now reached the press and the two documents throw 
much light on the fundamenial paradox of the German 
position. The essence of the problem is that almost every 
aspect of the west German economy is abnormal. The 
devastation of the country’s industrial equipment and the 
wiping out of savings by war and inflation have created 3 
tremendous need for new capital investment. The truncation 
of the German economy between east and west and th: 
cutting off of the industrial areas in the Ruhr from their old 
natural hinterland in eastern Germany and eastern Europe 
have led to exceptional conditions of foreign trade. In the 
field of employment, the population of western Germany 
has been swollen by some 9,000,000 refugees from the cast. 
and their number, even now, is being steadily augmented 
month by month. Thus, in three vital areas of the nation! 
economy—investment, foreign trade and employment—the 
German community is faced with exceptional problems which 
one might assume only exceptional measures could overcome. 


The paradox consists, however, in the fact that, urged 
on by its American advisers and by its own economic 
principles, the Federal Government has in the last eighteen 
months abandoned all instruments of control through which 
exceptional measures might be taken. As the German 
memorandum points out, in the sphere of foreign trade. 

since German economic policy is, as a matter of principle, 

against regimentation and most controls are now withdrawn. 
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it is no longer possible to promote the export business by 

priority allecations of raw materials and manpower. 
Again, on the question of securing sufficient investment for 
the basic industries, the memorandum points out that “ the 
funds susceptible to a central influence are not sufficient ‘o 
meet even approximately the needs of” basic needs and 
services. In a word, the liberal policy pursued by the 
Government leaves it without the weapons needed to cope 
with the exceptional problems created by Germany’s special 
position. 

x 


The results are described and strongly criticised by the 
officials of the ECA. In the field of foreign trade, they 
point out that virtually no attempt is being made to reduce 
the dollar deficit, and while three-quarters of Germany’s 
dollar assistance is being spent upon imported food-stuffs, 
little effort is being made to increase the internal production 
of food and none to check such obvious waste as excessive 
distilling for alcohol and the use of white bread. In the 
field of investment, the Germans estimate that about 20 per 
cent of the gross national product will be the total annual 
figure spent on investment in the next two years. This, in 
the view of ECA, is quite insufficient to restore a balanced 
economy and, in any case, a large part of this figure repre- 
sents investment in non-essential consumer goods industries, 
which are re-equipping and re-stocking themselves out of 
profits. Finally, in the sphere of unemployment, the ECA 
strongly attacks the Government for having virtually no 
plans—neither housing projects nor public works nor plans 
for public utilities—designed to absorb the unemployed who 
now number nearly 1,800,000, or 11 per cent of the labour 
force. The present programme, in the view of the ECA 
mission, will leave Germany in 19§2 still in hopeless depend- 
ence upon external aid, with a drastic collapse of living 
standards as the only alternative. Perhaps the final paradox 
of the German economy is that the American advisers who, 
two years ago, were the keenest advocates of the liberal 
policies now pursued in Germany, are becoming warm sup- 
porters of the restoration of a measure of control. 


* * * 


The New Italian Government 


Signor de Gasperi’s sixth government, formed on 
January 27th with thirteen Christian Democrats, three Right- 
wing Socialists and three Republicans, appears less solid than 
its predecessor. It lacks the unity of anti-Communist pur- 
pose which bound the members of his last team together 
when they took office after the general election of April, 
1948. And, in particular, it has lost the support of the 
Liberals, the participation of the leader of the Right-wing 
Socialists, Signor Saragat, and the good will of many Left- 
wing Christian Democrats. All this has happened at a test- 
ing time for the Government. It must reach firm conclu- 
sions on a number of vital issues of policy—over land reform, 
regional reform, tax reform, and above all over plans for a 
systematic absorption of the unemployed. Of these, the 
only firm project at present is a £70 million 10-year pro- 
gramme of agricultural rehabilitation in the South. 


The thinning of the Cabinet ranks has come about largely 
owing to the partial failure of Signor de Gasperi’s tactics— 
though he had very little choice in the matter. The Prime 
Minister thought or hoped last autumn that he could 
momentarily dissolve the coalition, demonstrate to each of 
its fragments the futility of attempting to work outside it, 
and then, after a few frank and chilly exchanges—involving 
perhaps some minor losses of support—reconstitute a 
basically similar administration. If he had entirely suc- 
ceeded, he could have counted on a general acceptance of 
his own middle line on all the most controversial questions. 

As it is, he has achieved this to only a limited degree, and 
has had to take a half-step to the Right. The Liberal loss 
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is the least important ; everyone knegy all along that they 
detested agrarian reform, and this has become the question 
of the hour. What is more damaging is the loss of whole- 
hearted backing from the Left-wing Christian Democrats, 
This group attempted to tie the Prime Minister’s hand in 
his distribution of offices to the Socialists and Republicans, 
and when he refused to find a seat in the Cabinet for their 
own particular hot gospel'er, Professor Dossetti, they rebelled 
and forced their sympathiser, Signor Fanfani, to reject the 
Ministry of Labour—a key post he had held with distinction 
for a long time. Signor Fanfani’s removal makes it easier for 
Signor Pella at the Treasury to continue a policy of strict 
deflation, while in Parliament the Prime Minister is faced 
with potential semi-opposition from the progressive wing of 
his own party. 


* * * 


A Freebooter in Java 


Ex-captain Westerling is probably no more than a flash 
in the pan. But, for the present, he has made quite a big 
flash ; and it has come at a very awkward moment for the 
fledgling Indonesian Government. He represents nobody 
and nothing—except perhaps the psychological heritage of 
wartime commando life, combined with the fact that 
Indonesia is still wide open to the depredations of mal- 
contents like the men under his command. Where the suc- 
cess of Westerling’s recent raids on several towns in Java 
holds a serious threat is in the evidence it offers to rebel 
leaders with wider backing that tactics such as his can suc- 
ceed. For this reason, one of the most disconcerting reports 
to come from Java in the last few days has been that, as a 
Moslem—his father was Dutch. his mother Turkish— 
Westerling may himself gravitate into the Dar ul Islam 
movement. 


Dar ul Islam is the biggest and most immediate threat to 
stability in Indonesia during the coming months, and there 
can be little doubt that a good deal more will be heard of it. 
An extremist, religious organisation, its exact aims are hazy ; 
but it is already in open rebellion against the new Republic 
of Indonesia on the ground that it is a secular state. It 
virtually controls a strip of territory in Western Java—an area 
with pretensions to autonomy—and its followers are increas- 
ing. The Government in Jakarta would be extremely unwise 
to let any inhibitions about invoking the assistance of the 
Dutch colonial army stand in the way of doing all in their 
power to break the military power of Dar ul Islam. Above 
all, this should be done now—before side-shows like the 
Westerling condottiert undermine even the tenuous authority 
which the new state as yet possesses in some parts of its 
territory. 


Medical Research 


The only item in the report of the Medical Research 
Council (Cmd. 7846) for the years 1945-48 to catch the 
headlines was the account of the research into the effect of 
feeding dogs, and other animals, on “ improved ” flour—that 
is, flour treated, as it has been in this country, the United 
States and Canada for many years, by nitrogen trichloride 
(the “agene” process) to improve its appearance and its 
baking qualities. Dogs fed on biscuits made from this flour 
may develop canine hysteria and other animals may develop 
similar symptoms. When the results of this research were 
first published in 1946, there was immediate speculation 
whether flour treated by this process could have harmful 
effects on man. The Medical Research Council now reports 
that short-term investigations on both sides of the Atlantic 
have not revealed any acute ill-effects on human beings. 
Nevertheless, it points out that toxic action of a chronic kind 
remains a possibility, and it is for this reason that the 
Ministries of Food and Health announced last week that the 
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agene process, which was prohibited in the United States 
last August, is to be replaced as soon as possible in this 
country by treatment with chlorine dioxide, which has so 
far not been shown to have any ill effects on man or beast. 


Selection of this one item from the Medical Research 
Council’s report tends to obscure, however, what a very 
important body it has become. Its grant-in-aid has risen 
from £195,000 in 1938-39 to a total of £1,135,000 (for 
current and non-recurrent expenditure together) in 1948-49, 
and to {1,618,000 in the present year. More important 
than this big increase in its grant is the dominant position it 
is gradually obtaining in medical research in this country. 
There are obvious reasons why, for instance, the trials of 
streptomycin in the treatment of tuberculosis should have 
been undertaken by the Medical Research Council, for it 
is important that trials of this sort should be carefully 
controlled. But it would be unfortunate if the idea 
were to get around that the only worth-while medical 
research in this country was that undertaken under the 
auspices of the Council. The difficulty is that individual 
hospital groups have too little money to devote to research ; 
it may have to be financed solely from the “free moneys ” 
allocated to them out of the hospitals’ endowments fund. 


* * x 


Housing Costs 


A larger survey has now confirmed the analysis of 
housing costs discussed in an article in The Economist on 






Back to Methuselah 


IF we were asked to discard rifles and use only cross-bows 
—to lay aside steamboats, and be content to shove barges 
along by poles stuck in the mud—to reject the plough, 
and take to grubbing the earth with our fingers—to cast 
off silks and woollens, and clothe ourselves with the un- 
dressed skins of beasts, or the leaves of trees-—-we should 
at once indignantly refuse, and regard the proposer as 
little better than mad. But what seems so utterly absurd 
in all the material arts, is considered feasible, and, indeed, 
the only means of helping society in politics and religion. 
Dr Pusey and his friends have carried back the latter 
to the middle ages as its pure source, and have got rather 
more than half way towards Rome. Some persons say 
they have overlooked the Eternal City, and gone beyond 
it. So in politics a certain party would go back to 
restrictions, to prohibitions, to sumptuary laws, to 
feudalism, or even to the usages of the patriarchal ages. 


As a very modest step backwards, one journal and one 
clique propose to re-establish guilds. . With guilds there 
must come into use a restriction on the number of each 
class of tradesmen, and the necessities of society for an 
increase must wait for the pleasure of the guild. Guilds 
carry with them monopolies in favour of each guild ; a 
subserviency of all the individuals belonging to it to the 
elders, and the restoration of a rigid system of apprentice- 
ship and journeymen. Re-establishing guilds implies re- 
establishing the trades that composed them, and implies 
putting an end to the many subdivisions of trades that 
have now sprung from the ancient guilds. ... Guilds, 
indeed! between going back to them, and going back 
to the very origin of society, there is no alternative. One 
is as feasible as the other, and when guilds are re- 
established, it will be proper to look out for the means of 
quietly suppressing all civilisation, and even society itself. 


—«s She Economist 


February 2, 1850 
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January 14, 1950. The survey was conducted on behalf 
of Political and Economic Planning by the Institute of 
Municipal Treasurers and Accountants and has been pub- 
lished in a broadsheet entitled “ Economics of the Council 
House.” The survey covered 162 local authorities with 
544,000 prewar and 102,000 postwar council houses. The 
average costs of erection in 1949 were £1,323 per house, 
excluding the cost of land and site development. With these 
included the average cost of houses dealt with in the survey 
was £1,512. 


The authors of the broadsheet are concerned principally 
with the effects of costs on rents. It is calculated that on 
a capital cost of £1,500 the economic rent (excluding rates) 
is 25s. a week, to which the statutory subsidies contribute 
8s. 6d. a week, leaving a balance of 16s. 6d. In fact it was 
found that over two-thirds of the authorities were charging 
less than the économic rent for their new houses, and that 
the balance was coming out of additional rate subsidies or by 
raising the rents of prewar houses. The broadsheet avoids 
any but the briefest discussion of remedies. It does, how- 
ever, make a case for reducing the size of some houses by 
cutting out the third bedroom or the parlour ; it comes down 
strongly against economies at the expense of quality ; and it 
cautiously skirts around the problem of subsidies. Even 
if it avoids attempting the answers, the document does 4 


useful job in providing a base from which those answers can 
be sought. 


Anglo-American Exchanges 


The necessity to conserve dollar expenditure is obvious 
and paramount, but the way in which the economics are 
made, especially among the smaller items of the bill, makes 
one wonder what sense of values obtains behind the portals 
of the Treasury. The Ministry of Education has recently 
been compelled to halve the number of teachers which it 
will send to the United States this year under its teacher 
exchange scheme. Last year 97 British teachers changed 
places with 97 American teachers: so successful was the 
result that it was intended to exchange 150 teachers in 1950 
and 200 in 1951, but, according to information obtained 
from the Ministry of Education, the number has now been 
reduced to 74 for this year. 


On a mathematical calculation alone this is a very curious 
decision. Each British teacher going to the United States 
received in addition to his or her regular salary an allowance 
of £225 from public funds to meet additional living expenses. 
The cost of the journey is paid from non-convertible sterling 
under the Fulbright scheme. On the dollar exchange the 
British Government gains, since it is reckoned that the 
American teachers spend about $1,000 more during their 
sojourn in England than their British counterparts are per- 
mitted to spend in the United States. Thus, since the 
exchange is strictly reciprocal, the Treasury, for the saving 
of just over £5,000, have probably lost $23,000 in dollar 
income by reducing the numbers below last year’s figure. 


On a more’ profound calculation Britain has lost much 
more. An English schoolmistress working in a small town 
in the United States can reach the hearts and minds of 
Americans who are beyond the reach of the propaganda of 
the British Information Services. If constant communication 
between individuals contributes anything to international 
understanding, there can be few aspects of British policy 
towards the United States more important than presenting 
Durham to Delaware and Wiltshire to Wyoming. If the 
bill for British expenses in the United States must be cut 
down, a more fruitful field could be found in the expenditure 
of the Foreign ence particulary at Lake Success—than in 


truncating a scheme which attacks the fundamentals of the 
Anglo-American problem. 
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and twist slightly. Available Fencing, in these days of timber shortage, is a big problem for 
in charming pastel shades at : 
Smiths recognised Stockists the farmer. Solutions can be found, however. One farmer 


everywhere. bought scrap steel tubing from an Air Ministry dump. With 


AUTOCAL (iuminous) the help of a B.O.C welding process, this tubing was made into 
69/6 incl. P.T. ‘ : 

AUTOLARM (non-tuminous) gates and fencing for the farm, with excellent results. When it 
59/6 incl. P.T. comes to “making-do,” fabrication can work wonders. The 


B.O.C have lots of advice to give on this subject, if you would 
care to get in touch with them, 


The British Oxygen Co Ltd 


London and Branches 
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for the speed and flexibility 
of Underwood Sundstrand 
Accounting Machines. 


You’re looking at the control 
plate of an Underwood Sund- 
strand Accounting Machine. This 
little device does virtually all the 
“thinking.” The operator simply 
inserts forms and enters figures. 

From there, the Control Plate orgs directly to the Writing position is ous 
takes over and enables the ~~’ ™*Y ™0NOl 
machine to complete the work furnished, on cither a proof tape or an 
automatically. You getcontrolled audit sheet, the instant each posting is 
accuracy, too. Printed evidence completed. May we explain further, with- 
of accuracy is automatically out obligation, in your own office ? 
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Letters to 


Parliament and the Law 


Sir,—I think it a pity that before your article in The 
Economist of January 28th stated the conclusion: “ the means 
by which Parliament can exercise an effective control over 
delegated legislation are still inadequate,” it made no mention 
of the Select Committee on Statutory Instruments. A glance 
over the reports of that body will show that extra-parliamentary 
legislation is not (as yet, at any rate) as formidable a constitu- 
tional menace as your comments suggest. 

For example, concern is often expressed at the tendency of 
delegated legislative powers being used to oust the jurisdiction 
of the Courts. In its terms of reference, the Select Committee 
is required to draw the attention of the House to any statutory 
instrument “made in pursuance of an enactment containing 
specific provisions excluding it from challenge in the Courts.” 
Since its inception in 1944 the Select Committee has made 
no such report. 

A word, too, upon your complaint that “in a whole mass 
of modern legislation, the aggrieved citizen . . . has no appeal 
but from one official *o another.” You make particular 
reference to the Agriculture Act, 1947, and I assume you have 
Agricultural Land Tribunals principally in mind. These 
tribunals, whose decisions are binding upon the Minister when 
he wishes to dispossess a bad farmer, certainly do not, and 
indeed cannot, consist of officials. The chairman must be a 
lawyer of seven years’ standing, and of the two other members, 
one must represent a farming and one a landowning interest. 
The Minister, if he thinks fit, can add two assessors from a 
pane] nominated by the Royal Institute of Chartered Surveyors. 

I should be among the last to deny support to the libertarian 
spirit in which the article is written ; but it is nevertheless 
clear to me that its case needs much more careful preparation 
than it usually gets—Yours faithfully, Maurice H. SMITH 

New College, Oxford 

[The necessity to review the whole field of law-making prevented 
. a detailed examination in last week’s leading article of the processes 
of delegated legislation. Mr Smith is undoubtedly correct in saying 
that the creation of a Select Committee on Statutory Instruments 
creates a safeguard against departmental encroachments upon the 
power of the Courts. He does not, however, dispose of the central 
objections to extra-parliamentary legislation which are (a) that it is 
not subject to amendment in Parliamentary Committees and (b) 
that there is neither the opportunity nor the obligation to give 
such legislation the publicity accorded to statutory legislation (a fact 
to which attention was drawn by Lord Justice Scott in Blackpool 
Corporation versus Locker in December, 1947.—Eb1Tor.] 


Commonwealth Sugar Talks 


S1k,—There are certain inaccuracies in the comments under 
the heading “Commonwealth Sugar Talks Adjourned” in 
The Economist of January 21st. 

First the Colonies concerned included Fiji and East Africa. 

Secondly, the Colonies have never “ demanded a fixed price 
covering the whole period” of the proposed agreement. They 
have always asked for prices to be negotiated annually and His 
Majesty’s Government in their statement of August, 1949, 
accepted negotiation on a basis of “ reasonably remunerative 
prices” and later, agreed that negotiations should be annual. 

Thirdly, the present offer to the Colonies provides for only 
1,100,000 tons to be bought by the United Kingdom at prices 
so negotiated. As regards the balance of 450,000 tons included 
in the offer to the Colonies, no guarantee whatever either as 
to price or outlet attached—only a pious hope was expressed. 

It is here that the Colonies have their greatest complaint, 
and they are justified in regarding this part of the offer as a 
threat rather than a promise. It is not an offer of an assured 
market but an edict to restrict their production below an 
economic minimum. An offer of an “outlet” at world prices 
dictated by Cuba plus preference is well nigh worthless. For 
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the Editor 


the Colonies will have no opportunity of absorbing losses, see- 
ing that reasonably remunerative prices only are to be paid for 
the quantity carrying a price guarantee. 

In August His Majesty’s Government declared that it was 
their policy to “maintain and improve the economy of 
Colonial territories ” and indicated that sugar would be given 
special consideration. Despite the many Commissions of 
Inquiry that have reported on the subject, it would seem that 
even now Ministers, apart from the Colonial Secretary, have 
no real conception of the magnitude of the problem. 

Finally, it needs to be emphasised that even had His 
Majesty’s Government been willing to guarantee the whole 
colonial 1,550,000 tons, there would remain the further question 
of whether they have any right to be concerned with their 
obligations to producers outside the Commonwealth while their 
obligations to the Colonies remain unfulfilled, with consequen- 
tial mass unemployment, social unrest and a formidable dole 
to be provided by the British taxpayer.—Yours faithfully, 

The West India Committee A, E. V. Barton, Secretary 


Redistribution of Income 


S1r,—In the article on “ Redistribution of Income” in The 
Economist of January 21st you state that “It is a pity that 
statistics giving the numbér of incomes in different ranges of 
net income are no longer available, since these are more reveal- 
ing. The latest of that series relate to the financial year 
1945-6... .” Although it is true that the figures for 1945-6 
are the latest given in the White Papers on National Income 
and Expenditure, later ones, for 1947-8, presumably on a 
comparable basis, have been published in the Ninety-First 
Report of the Board of Inland Revenue (Cmd. 7738) Table 32. 

I think it worth while drawing attention to these later figures, 
for if, as I assume, they are compiled on the same basis as 
the 1945-6 figures, they show some substantial changes in the 


distribution of net income after tax, as can be seen from the 
following table: — 


Range of Net Income Number of Individuals 
1938-39 1945-46 1947-48 
BRO LEID ors oo iiconat i = 2,030,000 
BRIO scars cecncacscsues 4,500,000 7,950,000 8,470,000 
PP MIOG ncvidssctnisenesas 1,820,000 5,225,000 8,740,000 
EEE IO occ ccncsxcnccte 450,000 652,000 1,378,000 
£1,000-£2,000  ............ 155,000 137,500 320,000 
£2, REPU. “‘pigitde cighen 56,000 34,615 58,500 
£4,000-£6,000 ............ 12,000 840 3,430 
Over £6,000 ............0., 7,000 45 70 
—Yours faithfully, E. Devons 


University of Manchester 

Sir,—Your article two weeks ago on the Redistribution of 
Income recalls to my mind serious doubts about the reliability 
and value of the statistics used on this subject. That many 
middle-class people are much worse off than before the war is 
evident, and that many wage earners are better off, is equally 
ee But, do the published statistics really tell a reliable 

How many profit earners are tax dodgers ? 
wage earners have jobs, or casual incomes never 
coded for PAYE? What is the extent of tax free allowances 
or expense accounts? To what extent are the upper- and 
middle-classes deliberately drawing on capital in a last attempt 
to meet expenses, or in the belief that if they do not spend it 
on themselves the state will soon spend it on somebody else ? 

Is The Economist in a position to comfort us by confirming 
that official statistics still have practical value?—Yours faithfully, 

2 Copthall Close, E.C.2 G. E. Ross 

[Obviously there are limitations to the accuracy of any statistics, 
and some of the particular limitations were made clear in the 
article. If by “practical value” Mr Ross means that official 


How many 


statistics of incomes, carefully used, are a useful approximation to 
the truth, we will cheerfully assert faith in them. Surely it is 
wiser to accept them as such than to say that the truth is unattain- 
able because it cannot be defined to three decimal places.—Ep1T0R.] 
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Bitter Sweet 


S1r,—It may be true that controls produce vested interests 
but the example of the unrationed sweets is not a good one. 

The desire of the chocolate and confectionery industry in 
this country is that as sOon as is possible their businesses shall 
be operated within the price mechanism, for the restoration 
ot which you are so redoubtable an advocate. It is not, how- 
ever, within the power of manufacturers to create the condi- 
tions under which the price mechanism can operate; that is 
the province of governments and economists. What we do 
know is that the addition of a further supply of chocolate and 
confectionery to the existing ration will bring us nearer to the 
point when supply and demand equate. It is for this reason 
that we have supported the Ministry in their decision. 

The various individual lines which are to be brought within 
the ration have yet to be examined, but it is known that the 
bulk are made from an imported compound of sugar and fat, 
which can be and is being used both by established manufac- 
turers and the others. If the resulting goods are confectionery, 
then they are rationed goods, 

The difficulty is not one of rationing but of price control. 
The imported compound is being sold at a price higher than 
that which would be justified if the constituent ingredients 
were bought in this country, To meet the difficulty, the 
Ministry propose for the present to exempt from price control 
the lines made wholly (but not partially) from the unallocated 
ingredients and to allow the goods to find their own level in 
the market. This exemption, made because of the use of an 
expensive ingredient, must, it seems to me, lead to other applica- 
tions for exemption or relaxation. If cumulatively they hasten 
the day when all goods will be allowed to find their level in 
the market, so much the better—Yours faithfully, 

ARTHUR WHITTAKER, President 

The Cocoa, Chocolate and Confectionery Alliance Ltd. 


259 
Report on Power 


S1r,—May I congratulate you on your analysis of the British 
Electricity Authority’s Report and Accounts? Further con- 
sideration of this ponderous and ill-written document, which 
never uses a short word where a long one will do, adds even 
greater force to your criticisms. 


At no point does the BEA Report attempt to deal with 
the crucial issue either of the optimum size of the industry or 
of the general level of electricity prices, as opposed to the 
minor problem of the standardisation of tariffs. These are 
in fact different aspects of the same problem, though the 
Report gives no indication of awareness of the point. The 
Authority’s approach to the problem of expanding generation 
capacity seems to be as follows. A general level of prices was 
inherited from the private concerns; at this average price 
demanded per unit of power there is now a great “ shortage ” 
of generating plant, concentrated at peak load hours ; to bridge 
this gap a vast expansion programme is necessary ; physical 
shortages and controls have stood in the way of the programme 
and have, therefore, taken the matter out of the BEA’s hands. 
The attitude really seems as naive as this. 


Now, surely the size of the industry must in tho last resort 
be set by the economic demand for electricity. This in turn 
requires a rational pricing system ; in its absence consumers 
of current may well receive a concealed subsidy from the rest 
of the community through an artificially low price for power 
and excessive diversion of resources to investment in generating 
stations. This is just what is happening at the moment. The 
average price of a unit of current has risen only 2§ per cent 


in the last ten years, and the average price to commercial and* 


domestic consumers has actually fallen by 9 per cent. Can 
technical production, efficiency or elasticity of demand, even 
outside peak hours, have risen to an extent even approaching 
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the rise in the price of coal and competing sources of power, 
and in capital costs to an extent, therefore, justifying such a 
low general tariff structure ? Perhaps the BEA have received 
a political directive from the Minister requiring prices to be 
held low, as during the war; if so, why does not the Report 
stress the fact ? In any case your point of an excessive invest- 
ment programme seems well proven. 


One seems entitled to demand, first, what the Authority 
propose to do about differential time-of-day charging and 
whether they will continue to adopt an almost apologetic 
attitude for extra revenue obtained ; and secondly what hard 
thinking Lord Citrine and his live wires have done about the 
general level of tariffs —Yours faithfully, J. S..B. 


Trading in Spain 


Str,—In The Economist of December 24th you publish under 
the heading “ Trading in Spain” an article by a correspondent 
giving a picture which is at variance with my own personal 
experience, during a number of years of trading relationships 
with that country. 


The Spanish Ministry of Commerce does, in fact, publish 
some details of import and export licences but, neither the 
price nor the final destination of the goods—apart from the 
name of the country—are published in the official trade 
journal. As is the case with most countries today, Spain 
places restrictions on the import and export of goods, and the 
publication of some particulars of the licences issued goes to 
satisfy the public that fair treatment is assured to all. 


Books and 


Myth of the Industrial Age 


“The Theory and Practice of Communism.” By R. N. 
Carew Hunt. Geoffrey Bles. 211 pages. 12s. 6d. 


It is a tantalising occupation to try to forecast what position 
will be allotted to Marx when, the rough and tumble of the 
industrial revolution being over, an impartial history of the 
present age can be written. Although no final judgment is yet 
possible, a reassessment of Marx’s importance to the present 
day is overdue, and Mr Carew Hunt’s book is a valuable con- 
tribution towards it. In considering the man the main task must 
be to distinguish between the intellectual, and the emotive, sides 
of his work: this Mr Carew Hunt does, showing that while 
the last seventy years have discredited his philosophy, his 
power to influence history is as strong as ever. The first part 
of this very readable book is devoted to a detailed exposition 
and refutation of nineteenth-century Communism and of 
Marx’s thought. He is shown as taking his dialectical 
philosophy from the German classical philosophers, his theory 
of the state and revolution from the French revolutionary tradi- 
tion, and his economics from the classical school of British 
political economy. (The author might have added that Marx 
read The Economist regularly.) In the words of Lenin he 
“continued and completed the main ideological currents of the 
nineteenth century belonging to the three most advanced 
countries of mankind.” In refuting almost the whole system 
Mr Carew Hunt is careful not to fall into the common error 
of attributing to Marx positions never occupied by him. The 
attack falls naturally under two heads, and shows much 
original and intensive thinking. It first demolishes the claim 
that Marxism is “ scientific” and shows that its fundamental 
premises require, like other dogmas, an act of faith for their 
acceptance. Having done this it attacks the claim that if 
the premises are once accepted, the whole follows by irresistible 
logic. So far from this being true, large areas of Marx’s 
thought are shown to be internally contradictory, or at variance 
with known fact. There is, however, generous praise for his 
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On the question of rates of exchange your correspondent 
says: —‘“ Every commodity, either imported or exported, has 
a different rate of exchange . . . according to the firm which 
figures as exporter on the invoices or bill of lading.” Spain 
has a differential exchange system but the rate of exchange js 
applied not to a firm but to a certain commodity, viz., manda- 
rines, grapes, onions, etc. The case is similar where a grant 
of a percentage of “free sterling ” is made ; it is applied to a 
commodity and not to a firm. Thus all exporters of the same 
commodity were accorded similar treatment. 


As an example of the “very irrational manner” in which 
rates of exchange are sometimes fixed, your correspondent 
writes :—“ Nevertheless, because of the special connections 
which the shipper of the natural juice had at the Ministry, 
he succeeded in obtaining the rate of exchange of nearly 75 per 
cent higher than that of the shippers of juice concentrate, and 
in this way forced several factories to work short time because 
they could not stand the competition from the specially 
favoured firms.” Having business connections with one of the 
largest Spanish exporters of juices I am informed by them 
that all exporters of natural juice received the same rate of 
exchange and 50 per cent free sterling whilst all exporters of 
concentrated juice received a higher rate of exchange without 
a free sterling concession. ‘Thus, all exporters of the same 
commodity were accorded similar treatment. 


I feel that these details should be mentioned in an endeavour 
to give a less harsh perspective than that of your correspon- 
dent’s article and assist in the expansion of trade to the mutual 
interest of both countries.—Yours faithfully, W. Harwoop. 

62 London Fruit Exchange, Spitalfields 


Publications 


“economism” from which has grown the twentieth-century 
insistence that all history must be related to social history. 


The second part threads its way confidently through the maze 
of controversy, heresy-hunts, and the relations between the 
disputatious socialist sects which so resemble their carly 
Christian counterparts. The third part deals with the coming 
of the idea to power in Russia. This latter part is informed 
and clear, and can be recommended to those who have scen 
words like narodnist, khvostism, Zemlya i Volya, and have 
wanted to know more about them. 

His conclusion is a plea for the enthroning of a western creed. 
The strength of Marxism has lain in 

its power to influence, as it certainly now does, large areas of 

the intelligentsia by whom it is relayed downwards. It is in 

the last analysis a body of ideas which has filled the vacuum 
created by the breakdown of organised religion as a result of 
the increasing secularisation of thought during the last three 

centuries, and it can only be combated by opposing to it 2 

conception of life based upon wholly different principles. 
That is certainly one way of combating it. Another is to do 
what the western powers are doing to contain it politically, 
and a third method is to do what Mr Carew Hunt has himself 
done—to expose its contradictions, and to bring nearer the day 
when it will require the same order of courage on the part of 
an intelligent man to confess oneself a Marxist as it now does 
to support the flat-earth theory. 


The German Secret Service 


«“ Canaris.” By K. A.. Abshagen. Union Deutsche 
Verlagsgesellschaft, Stuttgart. 403 pages. 50 D. Marks. 


ALMOosT five years after Hitler’s elimination there is still 20 
unabated spate of German books on the Nazi regime. ‘ihe 
latest is about Admiral Canaris, that odd character who in 
1935 became head of the Abwehr—the secret service of the 
German armed forces—and held the post for nine years. His 
biographer, a former major, was himself an employee of the 
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Abwehr. The book contains much that is mere gossip and 
lacks precise information, which is understandable since 
Canaris’s Own records were destroyed before he was arrested. 
Yet the author gives an interesting story of internal strife 
during those nine years which is sure to be widely read in 
Germany. 

Canaris was the son of a Ruhr industrialist, and joined the 
German Navy in 1905. In 1915 he escaped from Chile after 
having been interned there when the cruiser Dresden had been 
sunk by H.M.S Glasgow. In the last months of the first 
world war he commanded a U-boat in the Mediterranean, 
and in 1919 he witnessed the Spartacist disturbances in Berlin, 
where he was a member of the court-martial which tried the 
murderers of Karl Liebknecht and Rosa Luxemburg. His 
naval career was uneventful until, in 1934, on the point of 
retirement, he was ordered by Admiral Raeder to take charge 
of the Abwehr organisation, which came under Blomberg, the 
Defence Minister. 

In those days the Abwehr was the only German organisation 
enjoying complete freedom from Gestapo surveillance. By 
1937 Canaris had decided that Hitler and his policy would 
prove disastrous to Germany, and in this view he was appar- 
ently supported by his immediate subordinates, all regular 
officers of the armed forces. Yet far from using his unique 
position to further a coup d’état, he left such action to others, 
and concentrated on preventing Himmler and Heydrich—the 
enemies within the gates—from encroaching on his domain. 
By the use of guile, and with some support from the spineless 
Keitel, Canaris succeeded in delaying the day of reckoning for 
a number of years, and this was evidently his supreme 
achievement. 

The reader is asked to believe that, once war had broken 
out, Canaris deliberately exaggerated his agents’ reports about 
the strength of Germany’s enemies, thereby hoping to dissuade 
Hitler from widening the conflict. It is thus hardly surprising 
that other German writers have imputed to him both treachery 
and sabotage. But they are wrong, for it is evident that he 
was without influence on Hitler’s policy, and that at best he 
helped a number of wanted individuals to escape from the 
Gestapo. He may even have warned Switzerland and Spain 
of German aggressive intentions, for he was an ardent admirer 
of Franco and frequently visited Spain. 


By February, 1944, Himmler had sufficient evidence of 
Canaris’s clandestine opposition to obtain Hitler’s sanction for 
his dismissal, whereupon the greater part of the Abwehr was 
incorporated in Kaltenbrunner’s security organisation. Canaris 
was not implicated in the July plot, through which his former 
Chief of Staff, General Oster, and many others lost their lives. 
But after the failure of the attempt he was at once arrested, 
and after nine months’ solitary confinement and torture, 
apparently borne with dignity, he was eventually hanged in 
April, 1945, missing salvation by only three weeks. He had 
played an unwise game, being neither bold enough to ensure 
success nor cautious enough to escape the hangman’s rope. 


The author’s claim that Canaris built up a first-rate military 
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intelligence system is disproved by the facts. The time, loca- 
tion and extent of the Allied landings in North Africa and 
again in Normandy came as a surprise to the German Supreine 
Command. The Abwehr’s main function was to procure 
intelligence, and there was no co-ordination between procure- 
ment and evaluation, which latter function was performed by 
the staffs of the three services. The author omits to point out 
that a number of Abwehr agents are known to have used their 
position to escape from the country or to strike a better bargain 
with the Allies. Such dangers exist in the secret services of 
every country, but under the Nazi tyranny the risk of defection 
was inevitably greater. 


Queen of Sciences ? 


«“ Makers of Mathematics.” By Alfred Hooper. Faber and 
and Faber. 401 pages. 18s. 


Mr. Hoover, whose school textbooks on trigonometry, algebra 
and arithmetic are widely used, has now written as agreeable 
an introduction to the history of mathematics as exists. He 
believes it to be high time that the dry-as-dust notion so often 
associated with mathematics was swept away and the student 
introduced to the fascination, not only of the story of mathe- 
matics and mathematicians, but of the actual mathematical 
processes themselves. In describing mathematics as the 
“Queen of the Sciences” he may have transferred a title 
hitherto normally given to theology ; but if his book does not 
transform rebellious youth into loyal subjects we may despair 
of ever doing so. 


The creation of mathematics is undoubtedly one of the most 
awe-inspiring productions of the human mind. It is one to 
which many peoples, but particularly those of Babylonia and 
Greece in ancient times, India and the Arabian world in 
the Middle Ages, and western Europe in modern days, have 
contributed. Mathematics and music, so much akin to each 
other, are the two genuinely international languages. Mr 
Hooper shows how our modern mathematical notation has 
developed. It is seldom that mankind has hit on the right 
notation at the start, and Mr Hooper brings out the 
importance of a good notation in facilitating mathematical 
progress. The clumsiness of the Roman notation was probably 
a main reason why that gifted people made no progress in 
mathematics; and it cannot be argued that if they were 
mathematically minded they would never have put up with 
such a notation, for the Greeks, who took so many brilliant 
first steps in the history of the subject, never seem to have 
dreamed of a notation in which the value of numerals would 
be indicated by position—the essence of the Indo-Arabic 
system in use today. 


The international influences in mathematical development 
are also well shown by the terms used. How much more 
interesting mathematics could be made to boys and girls, with 
Mr Hooper’s help, if it were explained that “ arithmetic” 
really ought to be used for “ algebra,” that “ algebra” means 
“reunion,” that “sine” means “bosom,” and so on. This 
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last transmogrification of a Greek idea as it passed through 
Indian and Arabic hands is one of the most fantastic things 
in the history of language. 

The bulk of Mr Hooper’s work is, of course, taken up with 
the main mathematical processes and the mathematicians who 
advanced the science. The selection of the processes is well 
made and they are lucidly described. The story is roughly 
carried to School Certificate standard, including calculus, but 
stopping short of functions of a complex variable. Those who 
have burst through this barrier into the clear world beyond 
perhaps need no persuasion of its wonders, and it is to be 
hoped that Mr Hooper’s book may convince many that the 
early difficulties are worth overcoming. 

There are few judgments by Mr Hooper to which exception 
can be taken. Perhaps it is churlish to deny Diophantus the 
title of “Father of Algebra,” for the use in equations of an 
unknown quantity and the invention of a sign to describe it 
are immense steps forward in the subject. Incidentally that 
sign as given in the manuscripts is not correctly represented, 
as Mr Hooper has represented it, by the Greek letter zeta. 
Ptolemy’s great book was not called by him Mathemattkes 
Suntaxis, but Mathematike S., and there can seldom have been 
a piece of more canine Latin than Mr Hooper’s derivation of 
abscissa from ab, “from” and sciss—“ cut.” 


Popular Geography 


“The Far East. A Social Geography.” By A. D. C. 
Peterson. Duckworth. 336 pages. 21s. 


Tue author of this book modestly declares that it “does not 
pretend to add anything to the world’s sum of knowledge,” but 
he also says that it “is meant to be read,” and not merely used 
as a work of reference. It is indeed readable and provides a 
useful outline account of the countries and peoples “ from 
Karachi to Kamchatka” with more politics than is usual in a 
geographical handbook and more geography than is common 
in surveys of current affairs. Mr Peterson seems to have lived 
in, or visited, most of the countries he describes, and particular 
travel experiences have coloured his account—sometimes, 
perhaps, to excess, as when he provides a picture of a Bengal 
village market with the caption: “ heat, damp and crowds, not 
very cheerful,” but finds that the Chinese “radiate practical 
good sense and happiness.” The style varies considerably ; the 
book as a whole seems to be designed for reading in the higher 
forms of schools, and is written in a chatty, conversational 
manner, but with lapses into literary English. Mr Peterson 
has an infectious enthusiasm for his subject and many illuminat- 


.ing and sensible things to say about it, but he is not aiways 


accurate, and his mistakes are sometimes curiously inept, as 
when he plots a map of the Philippines over an outline of the 
British Isles and then states below that the extent of the former 
ts “roughly double” that of the latter, which the map itself 
shows to be untrue—the total area of the British Isles is in fact 
about 5,000 square miles larger than that of the Philippines. 
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It is open to question whether India and Pakistan should eve; 
be included under the designation “Far East.” On the 
other hand two things at least link India to China, Japan 
and south-east Asia rather than to more westerly lands—, 
monsoon climate and massive population. Mr Peterson has , 
right sense of proportion in his emphasis on the pressure of 
population on food supply as a factor underlying all the politica; 
issues of this part of the world, and his picture with the title 
“ Asia’s problem: hunger” would alone justify this book as 
a piece of intelligent, populac publicity. It may be true enough 
that with the resources of modern science the earth should be 
able to feed even more human beings than it now supports, yer 
multiplying peoples without either openings for emigration or 
sufficient export trade to buy food may continue to suffer from 
chronic malnutrition and even from famine. 


Benelux 


«“ Benelux.” By Dr M. Weisglas. Elsevier, Amsterdam. 


From the first days after the liberation of western Europe 
the economic co-operation and integration of Holland, Belgium 
and Luxemburg has been a point of interest. But apart from 
Georges de Leener’s “L’Union économique Hollando-Belgo- 
Luxembourgoise ” (which was written as far back as 1945) no 
complete analytical study of the subject had been made until 
Dr Weisglas wrote this book which covers the development 
of Benelux until the end of 1948. The author, who as press 
officer of the Dutch ministry of economic affairs and as a 
student of economics knows what he is talking about, traces 
the history of the Benelux idea. He distinguishes the present 
customs union and the future economic union, and shows how 
much “ integration” of prices, subsidies, investment, finance 
and monetary policy is necessary to reach the last phase. 
Finally he places Benelux in the larger whole of the Marshall 
Plan. He shows that Benelux, far from hindering integration 
in a wider area, is “ an example and a laboratory ” for further 
European economic co-operation. 


Until the book is translated, the twenty-two statistical tables 
will be the main attraction for foreign readers. The 
remainder of the book, however, is important, too, for a wider 
area than Holland and Belgium alone. The first point of 
Benelux is that Holland and Belgium increase their joint 
position in world politics and economic affairs ; Dr Weisglas 
points out that the second point, that is specialisation and, as 
a consequence, cheaper production in the larger area, can be 
just as important, particularly if applied to all western Europe. 


Shorter Note 


“Equilibre Physique, Equilibre Biologique, Equilibre 
Economique.” By Jacques Dumontier. (Nouvelle 


Bibliothéque Economique.) Presses Universitaires de 
France. 239 pp. 


In this exacting, elegant and stimulating book M. Dumontier en- 
deavours to trace, isolate, analyse and develop the notion of 
economic equilibrium by way of an examination of the concept of 
equilibrium in general. He begins with the simplest equilibrium 
of all, the equipoise of two mechanical forces resulting in im- 
mobility ; he pursues the idea through instances of growing com- 
plexity before passing to the different but related concept of 
equilibrium in biology. Armed with these distinctions, some broad, 
some extremely refined, he examines the concept of economic 
equilibrium as expounded by the Lausanne School, and finally 
outlines, in what is virtually a separate essay, his suggestions for 
a more complete, up-to-date, logically satisfying and fruitful 
definition. Economics, in his view, has suffered throughout its 
history from a lack of clarity in its terms, and particularly in the 
key term with which he is here concerned; it has argued in 
concealed metaphors and analogies without sufficiently close 
examination of their content. He does not claim, himself, 1 
supply the whole of the specific apparatus of thought ; but at the 


lowest estimate he opens up suggestive lines of discussion and 
speculation 
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AMERICAN SURVEY 





Coal Under Pressure 
(From Our American Staff) 


OOMING over the prolonged dispute between the coal 
‘| companies and Mr John L. Lewis is the over-expansion 
of the mines, both in capital equipment and number of 
employees. Approximately two-thirds of the present indus- 
try, operated on a full-time basis, could supply all visible 
peacetime markets. The growing industrial and houschold 
demand for energy is being supplied, increasingly, by hydro- 
electricity, by petroleum in its various forms, and by natural 
gas. The large-scale water-conservation developments of 
recent years have made possible vast new networks of electric 
power ; elsewhere oil and natural gas are ousting coal in the 
generation of electricity. The need to cut costs has led the 
railroads to shift from coal-burning locomotives to diesels, 
though, as carriers, their revenues are reduced by the 
declining demand for coal. The installation of new pipe lines 
is spreading the use of natural gas, a cheap and clean fuel. 


Among __house- 
holders, the desire 
to get away from 
the boiler-room is 
unanimous. Auto- 
matic coal stokers, 
though they sold 
well while the post- 
war oil shortage 
slowed up conver- 
sion to oil burners, 
provide only a par- 
tial escape. The 
personal touch is 
still required to dis- 
lodge clinkers and 
carry them out. Oil 
is cleaner and wholly automatic, while gas has the additional 
advantage that, if anything goes wrong, the simple dialling 
of a telephone number will bring the distributing company’s 
service man running, free of charge. The development of 
new uses for coal, in plastics and the like, has provided only 
limited compensation for these trends. 

The recent advertisement of the National Coal Association, 
headed “ The Black Days of 1949” and showing a calendar 
with 110 days of the “ permissible 298 working days ” blacked 
out, “ because most of the miners were called off their jobs 
by a UNION MONOPOLY,” thus took a highly optimistic 
view of sales possibilities. In 1944, at the peak of the war 
effort, the average number of days worked was 278, and 
in the nineteen-thirties the highest number worked in any 
year was 199 in 1936. 

One of the few assumptions that can safely be made about 
Mr Lewis’s motives is that the three-day week was an effort 
10 share the available work among all miners and among all 
the mines, efficient and inefficient alike, as well as a move to 
decrease reserves of coal and thus increase the miners’ bar- 
gaining power. In this latter aim, although reinforced in the 
past month by “ wildcat” strikes by about a quarter of the 
miners, it has been only moderately successful. The 435 





Source: US Dept. of Commerce 


million tons of coal produced in 1949, while considerably 
below the 1947 peak of 631 million tons, was more than was 
produced in seven out of the ten years of the ninetcen- 
thirties. By last week, when it was agreed to resume negotia- 
tions, the National Coal Association estimated that stocks 
still stood at 23 million tons, or fifteen days’ supply, while 
Dr Boyd, Director of the Bureau of Mines, put them much 
higher, at 32 million tons, or 28 days’ supply. Dr Boyd 
warned the President, however, that the national welfare 
would be endangered unless production was immediately 
increased, and thus laid the foundation for the President’s 
effort, this week, to bring pressure on both sides to conclude 
an agreement. 


This point would have been reached sooner except for 
three factors. One is the phenomenally mild weather ; if 
Mr Lewis was dreaming of a white Christmas, Santa Claus 

must have thought 
iso 6s he had not been a 

good boy. Anorher 
is was the steel strike, 
which eliminated 
joo Ome of the major 
# sources of demand 
§ for coal and affected 
g 
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the requirements of 
related = industries. 
Finally, the institu- 
tion of a_ pension 
2 plan has failed, in 
its initial phase, to 
reduce the number 
of miners as much 
as was expected. In 
order to be eligible for a pension a man who retired before 
1946 must have spent 20 years in the mines, and the desire 


to qualify for a pension has, to a great extent, offset 
retirements. 


The first sign of movement out of the coal impasse came 
with the filing by Mr Robert Denham, the general counsel 
of the National Labour Relations Board, of a request for 
a court injunction against the United Mine Workers. The 
general charge was that the UMW was refusing to bargain 
in good faith and attempting to coerce the operators through 
the three-day week into renewing an illegal contract. The 
request for this injunction (which is not to be confused 
with the general injunction prohibiting for 80 days a strike 
that creates a “national emergency”) went to court on 
Wednesday. But six days earlier Mr Lewis had taken some 
of the wind out of Mr Denham’s sails by promptly accepting 
an offer of renewed negotiations from the operators. In- 
deed, he even offered to meet the employers at the very hour 
that Mr Denham was scheduled to appear in court, knowing 
it would be hard to prove that the miners were refusing ‘0 
bargain in good faith when they were already sitting 3 
the conference table. The operators, however, postponed 
the meeting until after the court hearing. | 
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Mr Truman’s intervention recognises that neither of these 
processes will necessarily lead to the immediate resumption of 
full-scale production. Therefore he proposed, if no agree- 
ment seemed to be in sight, that all miners should return to 
a full working week for 70 days, while a fact-finding board 
investigated and drew up recommendations for an equitable 
settlement. This is the Taft-Hartley procedure for dealing 
with a strike that threatens the national welfare, without the 
Taft-Hartley stigma, and with the additional power granted 
to the board of submitting recommendations. It was the 
device used by the President to end the steel strike. 


What the operators would like, ideally, would be an 
unbreakable two-year contract that eliminated the clause 
under which the miners work only when “able and 
willing”, provided for no increases in hours or wages, 
and placed the miners’ welfare fund on a sound actuarial basis, 
Before the negotiations began, Mr Lewis preserved his usual 
histrionic mystery, but last summer he suggested a $15 a day 
minimum wage (it is now $14) and an increase in the coal 
royalties, which finance the welfare fund, from 20 to 35 cents 
a ton. He has no use for actuarial orthodoxy, regarding the 
welfare fund as one to be expended without thought of future 
commitments, and makes no secret of his hostility to the 
operators’ nominee to the board that administers the fund. 


There has been much speculation as to whether the 
“wildcat” strikes of the past month represent the results 
of careful coaching by Mr Lewis, or whether they are 
evidence of revolt against the union by men who compare 
earnings of $49.50 for a three-day week with those of $72.12 
last year. But there is not the faintest sign of any alternative 
to Mr Lewis’s leadership, and the miners’ faith in his ability 
will die hard, though since the end of the last contract in 


June there has been little in the way of works to support 
that faith, 


Small Business 


[FROM OUR AMERICAN STAFF] 


Mr TRUMAN’S vision of the quadrupling of American pro- 
duction by the year 2000, set forth in his message on the 
State of the Union, and the shorter-run predictions of his 
Economic Message, rested on several major assumptions. 
One was that 


these gains cannot be achieved unless our business men 
maintain their spirit of initiative and enterprise and operate 
in a competitive economy. .. . As our national production 
increases . . . the number of independent and competing 
enterprises should also increase. If the number does not 
increase, our constantly growing economy will fall under the 
control of a few dominant economic groups whose powers 
will be so great that they will be a challenge to democratic 
institutions. 


This belief closely parallels a little marked passage in last 
year’s message on the State of the Union. 


The President promised to amplify his views by sending 
to Congress a series of proposals to strengthen the anti- 
monopoly laws and to assist small and new businesses. 
These recommendations will be shaped, not only by the 
executive departments and agencies, but by the Congressional 
findings of Mr Celler’s monopoly investigation and Senator 
O’Mahoney’s investment inquiry. Reports are expected 
shortly: anclaieia se held “dante the. dome teltcat 1949. Both 
Congress and public find it easier to understand and act 
upon the so-called “ plight of small business” than to com- 
prehend the complexities cither of competitive theory or 
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the operation of the anti-trust laws. Aids to business have 
been common since the days of the Founding Fathers, though 
government solicitude for small business dates from the 
depression of the thirties. Yet the existence of a smail or 
new business “problem,” as such, has never been proved 
to the full satisfaction of many observers. 


The staff of Senator O’Mahoney’s investment subcom- 
mittee, for example, has pointed out that, since 1900, the 
total number of firms in the country has increased more 
rapidly than the population, though this trend was tempo- 
rarily reversed during both the depression and the war. As 
industrial efficiency has increased, the average amount of 
goods and services produced by the average firm has also 
increased, but this is only to say that the meaning of “ small ” 
has changed. 


The dividing line between “small” and intermediate- 
sized business has been drawn for manufacturing plants at 
Ioo employees or. less, for wholesale establishments at 
$200,000 annual net sales, and for retail enterprise 
at receipts of $50,000. There is, of course, no_hard- 
and-fast definition. Although no recent estimates of the 
number of small businesses are available, the following table 
shows that in 1939 about 93 per cent of all business establish- 
ments fell within the small business category. As might be 
expected, small business flourishes mainly in the service and 
retail trades, which do not require a great deal of capital. 


SMALL BusINESS IN 1939* 


% of Total 

% of Total Value of 

Establish- % of Total Output, 

Industry or Trade ments Personnel Sales, or 

Receipts 
Manufacturing .......... 91-6 29-9 30-6 
Wholesaling .........06. 77°2 59°0 21-1 
PONTE a 5 ois s he cecae ss 91-2 56-2 42-4 
Service establishments ... 98:7 73°8 65°5 
Ptele taswasi i254. 3 ise & 90-1 30-7 26°5 
Construction... , «10 + «5.6 + 93-1 47-0 34°2 
Places of amusement..... 89-8 56-6 33°35 
All Industry.......... 92-5 44-8 3471 


* Proprietors and employees are included except for manufactur- 
ing, for which the census tabulated only employees. The total 
output, sales, and receipts of the small businesses represented in 
the table was $43 billion, of which retailing and manufacturing 
each accounted for about 40 per cent. 

Source : Censuses of Business and Manufactures, 1939. 


Mortality is undoubtedly much higher among small than 
among large business concerns, and those which do survive 
and remain small suffer from more sharply fluctuating earn- 
ings than their larger competitors. Even such evidence 
should be taken with a grain of salt, however, since in many 
fields the small or new firm which succeeds becomes ipso 
facto a large firm, and is therefore automatically excluded 
from the statistical evidence as usually presented. Con- 
clusions drawn from such statistics therefore apply to 
marginal firms rather than to small business as a whole. 


Those who remain, nonetheless, convinced that a problem 
exists (and Mr Truman is among them, as he clearly indi- 
cated in his Economic Report) believe its chief causes to be 
inability to command efficient management, lack of capital, 
tax problems, and unfair use of power by larger competitors. 
As to the first, the Department of Commerce has Jong 


‘AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small group of regular 
corresponden eee in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
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offered an excellent programme of technical and management 
advisory service ; it was greatly expanded after the war to aid 
the many veterans who chose to become their own bosses (in 
many cases with no better qualifications for entrepreneurship 
than sheer resentment of the bark of the sergeant). The belief 
that the troubles of small business are due chiefly to the 
unscrupulous use of competitive power by larger firms has 
been losing ground in recent years. 

The trend of current thinking is probably best summarised 
in the annual report of the Council of Economic Advisers 
to the President. It calls for a general re-examination of the 
climate in which the anti-trust laws operate and a new 
approach to the problems of business size and practices. 
The CEA observes that, while small business must be pro- 
tected from unfair encroachment by its large neighbours, 
and all business must be protected against unfair competi- 
tion, small business actually suffers more from general 
economic instability than it does from predatory practices. 
This diagnosis leads away from the purely negative policing 
of the anti-trust laws co a more affirmative approach toward 
business. 

* 


Mr Truman’s chief constructive proposals concern the 
expansion of facilities to provide capital and tax revision. 
Testimony before the investment subcommittee seemed io 
indicate that any capital shortage that may exist is a shortage 
of permanent, not working, capital, since small business has 
adequate access to the latter through suppliers, finance com- 
panies and commercial banks. More specifically, it is a 
need for financing by means of equity capital as distinct from 
debt, although there was less agreement on this point, and 
many small businessmen are reluctant to share control of 
their enterprises with outsiders. 


Several proposals for meeting the need for permanent 
capital through private enterprise were put forward at these 
hearings. The Metropolitan Life Insurance Company 
offered to assume 90 per cent of any otherwise acceptable 
small business loan made by a local bank, provided the bank 
retained 10 per cent. Dr Kaplan of the Brookings Institu- 
tion advocated the formation of regional capital banks 
sponsored by commercial banks, and empowered, like the 
British Industrial and Commercial Finance Corporation, to 
invest in equity as well as debt. Investigation of this type 
of organisation, extended to include participation by private 
lenders other than banks, was recommended by the Mutual 
Life Insurance Company of New York. Other insurance 
executives advocated a relaxation of state insurance laws 
to permit investment in common stocks, but the small busi- 
ness is usually too risky to benefit from such a change. 
Representatives of small business itself advocated a govern- 
ment guaranteed system of loans similar to that provided for 
home mortgages. Several Bills have also been introduced in 
Congress which would provide government credit for small 
business. 


It is to be hoped that the energetic efforts to protect small 
business will not end by killing competition because it is too 
competitive. Mr Wright Patman’s Bill to limit the number 
of stores in a chain grocery unit, for example, might have 
precisely that effect. The extension of government aid, 
by a paradox, runs the danger of freezing marginal firms 
into the industrial structure, in the very effort to enhance its 
fiuidity. Hard as it may be for the average layman, re- 
examination of the meaning of free competition must, as the 
Council of Economic Advisers recommends, proceed hand 
in hand with the development of practical measures, lest 
the dream of wider prosperity be destroyed by the very 
efforts made to realise it. 
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American Notes 
Hot on the Acheson Trail 


The refusal of the House of Representatives, by one 
vote, to provide $60 million for aid to Korea for the next 
six months will probably be reversed under the force of the 
Administration’s dismay and of shame for the slur cast on 
America’s reputation for reliability. This vote for the 
abandonment of the last American foothold on the Asiatic 
continent was a combined, and blind, protest against the 
forsaking of Formosa and the extravagance of the foreign aid 
programmes. The gleeful attendance danced on_ this 
bi-partisan opposition by the fellow-travelling Mr Marc- 
antonio left no doubt that it, and not the Administration. 
was running with the Communist pack in the Far East. 


Unfortunately Mr Acheson at once diverted attention 
from this confounding of his critics by his courageous 
but injudicious refusal to desert Mr Alger Hiss after 
his conviction. President Truman would not allow 
himself to be flushed out of cover on this issue, 
but Mr Acheson, putting loyalty to a personal friend 
before political expediency, laid a hot trail for those 
Republicans who were already seeking to discredit the 
Administration by exaggerating Mr Hiss’s influence. The 
House Foreign Affairs Committee seems to have refrained 
from bringing Mr Acheson to bay this week, but the Senate 
Appropriations Committee has promised to do so before long. 
Senator Knowland and others have, of course, been at Mr 
Acheson’s throat for some time over his refusal to continue 
aid to General Chiang Kai-shek. Their teeth will be sharp- 
ened by the evidence now given to them, by the Secretary 
of Defence and General Bradley, that the Chiefs of Staff 
favoured an American military mission to, although not the 
occupation of, Formosa. 


The Secretary of State’s announcement that the United 
States will resume full diplomatic relations with Spain, if 


_ the United Nations Assembly approves, has every indication 


of being an attempt to divert the hounds from his trail by 
throwing them a sop about which he has never been very 
enthusiastic. But General Franco wants hard dollars more 
than prestige, and his American friends will not be appeased 
until these are provided. Mr Acheson, probably preparing 
the way for eventual recognition of the Communist govern- 
ment in China, emphasised that the presence of an American 
Ambassador in Madrid should not be taken to imply approval 
of the Franco regime. 


_ Nor has the presence of an American Minister in Sofia 
implied approval of the methods pursued by the Bulgarian 
Government, methods which are now driving the United 
States to break off diplomatic relations altogether. This 
rupture, which seems almost inevitable, is also designed 
as a protest against the treatment to which Americans, both 
diplomats and businessmen, have been subjected in all the 
eastern European countries—except, of course, in Jugoslavia. 
There the desire to encourage Marshal Tito’s heresy has led 
not only to the appointment of a leading diplomat, Mr George 
Allen, to be the new American Minister, but also to a decision 
to offer military as well as economic aid should the Marshal 
be threatened by a crusade of orthodox Communists. He. it 
is thought, can be counted on to fight: General Chiang 
Kai-shek cannot. 


* * * 
Automobiles in High Gear 


Hundreds of thousands of visitors crowded into General 
Motors’ floodlit “ Midcentury Motorama” last week to 
gape at the new models (among them a $32,000 Cadillac 


upholstered in leopard-skin), follow the industry’s advances 
during the past 50 years on the “ Pillar of Progress,” and 
watch the moving exhibits of such mechanical improvements 
as automatic transmission, available, for the first time in 4 
low-priced car, in the Chevrolet. This advertising extrava- 
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ganza was the starting signal for a race to mop up what is 
left of the war and postwar backlog of demand. The auto- 
mobile companies, which broke all records last year by pro- 
ducing over 6 million cars and lorries, are shifting into an 
even higher gear, undeterred by prophecies of a buyers’ 
market in the last half of 1950... The Ford Company, for 
example, plans to turn out 5,000 cars a day in April, May, 
and June, a rate not reached since 1941. 


Where these cars are to be put, and parked, with the car 
population already at a peak of about 42 million, is a problem 
that worries Detroit less than how they are to be sold, once 
new sales become merely a matter of replacing old cars. 
Comfort is drawn, however, from the fact that over half the 
cars on the road are of prewar vintage and it is argued that, 
while only seven or eight million families could afford new 
cars before the war, prosperity has raised this number to 
nearly 12 millions. 

* 


Certain concessions are already being made to cultivate this 
market ; in addition to a few price cuts, mainly in the expen- 
sive ranges, “un-de-luxed” models can now be bought, 
stripped of the costly accessories that used to be compulsory. 
It has been left to Mr Kaiser, however, to pursue the post- 
war dream of a really cheap car, priced to compete with 
second-hand Plymouths, Fords, and Chevrolets. With the 
aid of a government loan, hand-made models of the unnamed 
and so far unpriced economy car will be on view on February 
18th, and production is expected to begin in June. The Nash- 
Kelvinator Company, despite the General Motors view that 
Americans do not want the kind of car that can be produced 
for $1,000, is toying with a similar proposal, and recently 
showed a single model of a two-door car designed to use 
foreign-made, low-horse-power engines—a feature that has 
aroused the interest of Marshall plan officials. But unless 
the response indicates a market of 100,000 a year, this pro- 
ject will remain in the dream stage. Another dream car, one 
that turned into a nightmare, was momentarily resurrected 
last week when Mr Preston Tucker was acquitted of fraud— 
too late to re-enter his “ Tucker Torpedo” in the last laps 
of the postwar race for markets. 


The only company of the automobile “ big three ” left at 
the starting post is the Chrysler Corporation, whose 
employees are on strike. The company offered a pension 
scheme similar to that accepted by the union from the Ford 
Company, but the automobile workers insist that Chrysler 
must commit itself, not merely to pay pensions of a given size, 
but to set aside 10 cents an hour for each employee for the 
pension scheme. ‘This would safeguard the workers’ gains 
when government social security benefits are raised ; under 
previous schemes, the company’s liabilities would fall as 
federal payments rise. A similar dispute is expected when 
the General Motors contract expires on April Ist. 


* * * 


Match in the Oil Barrel 


The publication in Washington of a letter from Mr Creech 
Jones to the Government of Kenya has produced an explo- 
sion that has blackened the face of the State Department 
and the Economic Co-operation Administration. The spark 
was Mr Creech Jones’s statement that the “ Americans have, 
as expected, not gone beyond expressing regrets” at the 
intention of excluding dollar oil from the sterling area. There 
could not have been a more unfortunate corroboration of the 
suspicion of the oil companies and their Congressmen that 
the State Department has failed to press, with sufficient 
vigour, for an arrangement that would permit the American 
companies to retain their sterling markets, even at the cost 
of accepting payment in pounds. Senator Connally, who is 
chairman of the Senate Foreign Relations Committee, blew 
up like one of the oil wells in his native State of Texas, de- 
nounced Britain’s hostility to the American economy and 
referred ominously to appropriate retaliation. 
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The eleven large American oil companies with concessions 
abroad are now between the devil and the deep. blue sea ; 
their products are wanted, in adequate volume, neither abroad 
nor at home, yet to restrict production, even if it did not 
violate their contracts, would precipitate economic unrest and 
political difficulties in countries that depend for their revenues 
on oil concessions. They had planned to increase their 
imports into the United States, but the independent oil con- 
cerns, whose supplies and markets are entirely domestic, have 
mobilised to prevent this. They point out that imports are 
about equal to the oil-producing capacity now kept idle 
because no market is available, and urge their Congressmen 
either to press for a higher tariff on oil imports, or an import 
quota, or to put pressure on Mr Truman to invoke the escane 
clauses in the Reciprocal Trade Agreements Act. The like- 
lihood of restrictive legislation at this session is not very 
great, but the mere threat has already begun to bring the 
major importers to heel. They are revising their import 
schedules downward for the next five months, the Shel! Oi! 
Corporation to 25 per cent below its level in 1949, and 
Standard of New Jersey to 37 per cent below the same months 
last year. The pressure on the Administration to force 
Britain to make some concession on dollar oil is, therefore, 
likely to be all the heavier. 


* a * 
Never Normal Granary ? 


The “ever-normal granary” is one of the basic ideas 
behind the American farm price support system: the govern- 
ment is supposed to stabilise both supplies and prices of 
farm crops by buying them when output is plentiful and py 
selling them again when harvests fail. But in recent years 
the ever-normal theory has obstinately refused to strike a 
balance. Bad growing seasons have not been making their 
scheduled appearances and the farmer persists in raising his 
output by the latest scientific and mechanical devices. He 
is naturally abetted by Congress, which not only refuses to 
permit him to be discouraged by low farm prices, but also 
mitigates the effects of any agricultural controls which it can 
be induced to approve ; for example, it is already trying to 
lessen the impact of the recently imposed restrictions on the 
output of cotton, wheat and peanuts. 


As a result, the dam of the Commodity Credit Corpora- 
tion’s price support system is beginning to crack under the 
increasing pressure of the surplus stocks piled up behind it. 
The CCC has been forced to ask for an increase of $2 billion 
in its present lending authority of $4.75 billion, in order to 
strengthen itself for the coming harvest ; it calculates that at 
the end of the current crop year nearly $4 billion of its funds 
will be committed. It can supposedly liquidate at least 
part of this investment by selling its stocks on the domestic 
market, but only at five per cent above the support price. 
This is not an economic proposition as long as market 
prices remain at or near support levels, where they now are. 


There are, however, three channels through which small 
quantities of the CCC’s surpluses can be drawn off. Perish- 
able foods can be consumed at schools and other government 
institutions and by poor families: New York children are 
eating surplus apples, and Mr Lewis’s striking miners surplus 
potatoes, under this scheme. It is financed out of customs 
receipts, a portion of which is also available for encouraging 
the export of agricultural commodities. The difference 
between the domestic and the internationally agreed price 
of wheat is being made up to exporters out of these funds, 
which are also being used to subsidise exports of dried fruit, 
dried eggs and so on, and to cultivate a taste for peanuts and 
concentrated orange juice abroad. 


The CCC’s latest attempt to get rid of its surpluses by 
selling them abroad at less than cost price has laid the United 
States open to accusations of dumping. Nor will American 
housewives, paying $3.50 for 100 pounds of potatoes, 
welcome the news that the same quantity is being sold to 
exporters for one cent, with a sack worth 17 cents thrown 
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in free. This is the most spectacular bargain in the first of 
the lists of export opportunities which the CCC now plans 
to publish regularly. Dried eggs and Mexican tinned meat 
are also going very cheap, but grains, flaxseed and other 
items on the list are at current prices and in limited quanti- 
ties. The lists are intended to help exporters to negotiate 
sales abroad, but sales are restricted to buyers not using 
Marshall dollars or other American aid. It is not, therefore, 
expected that there will be many takers for this new scheme, 
and it does not include cotton and wheat which, with maize, 
constitute the most important part of the CCC’s investment. 
Nevertheless, the fact that the Corporation is beginning to 
experiment with unorthodox methods of draining off its 
surplus stocks points to the possibility that it may eventually 
be forced to attempt something much more drastic. A large 
scale “ give-away” operation to foreign countries has been 
suggested as one means of bringing the ever-normal granary 
home from the never-never land. 


Shorter Notes 


A Senate Investigations sub-committee has just reported 
on its inquiry into the activities of the “five percenters ” 
who claim to be able to influence the placing of government 
contracts. By drawing attention to the exorbitant fees 
charged by these influence brokers and to their exaggerated 
claims to friendship with “ the right people,” the inquiry has 
done much to reduce the demand for the services of “ five 
percenters.” Government departments are combating the 
evil by improved methods of procurement and by better 
information services for business men. The report points out, 
however, that the “ pedlars of influence” could not exist 
without the co-operation, or at least the toleration, of impor- 
tant government officials ; it cites as an example the relation- 
ship between Mr John Maragon, now under indictment for 
perjury as a result of the inquiry, and Major-General 
Vaughan, the White House military aide to whom President 
Truman remains obstinately loyal. 


® 


Four years ago, at the end of the Japanese war, surplus 
US military property valued at over $2 billion was lying in 
the Philippine Islands, and the government there was 
guaranteed $100 million, as part of its postwar aid, to be 
realised by the sale of this property. It has, however, been 
able to realise only $45 million, and the explanation is said 
to lie in the wholesale thefts of this property that have gone 
on and that are now being inquired into both by the US 
Defence Department and the Senate. An oil tank farm 
and 35 miles of pipeline are among the more spectacular 
disappearances, and a hundred Quonset huts are said to have 
gone astray in one night. 

* 


The South has a rising industry based on a process dis- 
covered in 1932 for eliminating the high quantity of rosin 
in the Southern, or slash, pine, so that the wood can be used 
for newsprint. In 1940 the first big commercial newsprint 
mill in the South was opened at Lufkin, Texas, and this 
January, a new mill, built on the site of a wartime factory, 
began production at Coosa Pines, Alabama. The new mill 
is financed largely by Southern newspapermen and should 
produce about 100,000 tons of newsprint a year when it is 
in full production, some 2 per cent of total United States 
requirements. The United States imports about 87 per cent 
of its newsprint from Canadian mills. 


* 
Except in New York City, two-way wireless systems link- 


ing taxicabs with their home garage are becoming common. 
Not only does this satisfy the American taxi-driver’s well- 


known love of conversation ; it also means a great increase 
in business and a reduction in empty cruising. 
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THE WORLD OVERSEAS 





The Modernisation of France 


= plan for modernising and equipping French industry 
has existed as a blueprint since 1946, and has been in full 
operation for over two years. It was first produced and 
later put into action by the Commissariat Général du Plan 
de Modernisation et d’Equipement, originally set up by 
General de Gaulle. Under the able direction of M. Jean 
Monnet this programme for the rejuvenation of French 
industry has not only managed to survive during a period of 
great political and financial uncertainty, but has also 
broadened its scope and gained immensely in prestige. The 
organisation now shows signs of becoming a permanent 
institution, and there is hope that the National Assembly 
may soon put its stamp of approval on the Plan by the 
passage of a law defining its objectives. 


The Commissariat has chosen this occasion—midway 
between the inauguration of the Plan and the target date of 
1952—to issue a progress report. Its opening chapter 
demonstrates how narrowly France has escaped from 
industrial decadence. In 1939 the real value of France’s 
national income was about the same as that of 1913: between 
those years France’s industrial production sank from 7.2 
to §.1 per cent of world production. Thus, in spite of bright 
spots such as electrified railways and the thriving new auto- 
mobile industry, the capital equipment of French industry 
as a whole in 1939—notably coal, steel and textiles—was 
antique, averaging 25 years of age against 7-9 years in Great 
Britain and §-7 in the United States. Agriculture and build- 
ing were also gravely deficient, France then possessing only 
one tractor to 1,500 acres, and the average age of dwellings 
being §0 years in the town and a century in the country. It 
is this trend which the Monnet Plan has reversed. 


As the current survey emphasises, the programme has 
never been either a rigid or a “ total” plan. Its purpose is 
to serve as a general guide to the reinvigoration of the French 
economy. It does not pretend to cover every aspect of the 
national life after the fashion of the Five-Year Plans beyond 
the iron curtain. In the beginning the intention was to speed 
up the rate ox investment and to channel this increase, so 
far as possible, into the six key industries which governed 
the rest of the economy. These were coal, electric power, 
steel, cement, agricultural machinery and transport. 


As the plan evolved, the authors found it expedient to 
modify their definition and to include other branches of 
industry, either because they were found to be essential off- 
shoots of the original six, or because further expansion was 
needed in order to balance France’s external accounts. 
Agriculture has now been elevated to the “ basic” category, 
and so have oil and fertilisers. Economic development in 
the overseas territories has been drawn into the orbit of the 
Plan. And special attention is also being devoted to the 
chemical, non-ferrous metal and rayon industries. 


Since 1947 a total of 999.6 billion francs has been invested 
in the modernisation and equipment of these selected indus- 
tries. Some idea of the magnitude of this figure is given 
in the report’s estimate that the percentage of the gross 
national income devoted to the investment in these industries 
rose from 3.3 per cent in 1947 to 6.4 per cent in 1949. 


From the following table and from details provided else- 
where in the report it can be seen where the bulk of the 
money has gone. The electric power industry has absorbed 
the largest share, with agriculture close behind. A substan- 


tial programme of equipment has also been carried out in 
the coal industry. In fourth place are the overseas territories, 
where a large proportion of the funds was spent on improv- 
ing the transport network. With its three-year investment 
programme of 67 billion francs the steel industry has found 
it possible to embark on a job of renovation and at the same 
time to carry out a moderate expansion of capacity as well. 
The oil industry, too, can point to an enlarged refining 
capacity in addition to important overseas developments. 
DISTRIBUTION OF INVESTMENTS, 1947-1949 
(Thousand Million Franes) 


' 


Undertaking 1947 | 1948 


j z f oa } es 
1949 Total 1947-49") 1950+ 


METROPOLITAN FRANC? | 
(a) Nationalised Industries: — | 














i 
Ce eae. Gi Fao RB 67-5 | 141-5 i. a 
Electricity ..... a ee 67 102-8 | 202-8 | 4 | 210 
Ni ase ees ad 1 3 6-0 WG ko ss e 
Railways ..........-. 10 27 | 295 | 66-5 | 13 | 2 
Fital Tal 5 vine se | 70 145 205-8 | 420-8 120 | 27 
(b) Private and Mixed Enter- | 
prises >— j 
Rhone company...... 4 li 15-8 | 30-8 ec 
Steel and iron ore.... Ea ee 40-0 | 67-0 6 | 50 
Petrol ....... 58 6 | 27-0 | 47-0 4] oo 
Other industries (incl. | i | } | 
teartath 65 Pg fo 57-0 | 104-0 | 17 | 55 
(a) Agriculture........... | 2 | 65 {109-0 | 203-0 70 120 
Merchant marine ..... } ' oie Se a 125 ne 
Tetel: Oh... . ss... 58 145 | 248-8 451-8 232 275 





Total, Metro. France | 128 
OVERSEAS TERRITORIES 


290 | 454-6 | 872-6 | 352 | 482 
Contribution from Metro. | 





PGs iscsy ccs cene | 10 33 | 79-0 | 227-0 | 13 | 90-5 
Granp ToTaL............. 138 | 328. | 533-6 | 999-6 | 365 | 572-5 
{a) Includes manufacture of fertilisers and agricultural machinery 


* Reconstruction expenditure + Forecast. 


For most of these industries the peak investment -period 
is planned for the coming year, 1950. This is especially true 
for agriculture where the need for expansion became 
inescapably clear only a year ago when France and the other 
Marshall nations sat down in Paris and together examined 
their balance of payments difficulties. It is estimated that the 
amount invested in agriculture will increase by nearly 40 
per cent between 1949 and 1950 and that 1951 will see a 
further increase of 20 per cent. 


Although impressive, none of these figures by themselves 
show the tangible effect on production of this post-war effort 
to turn French industry into an up-to-date machine. Accord- 
ingly, the report includes a table, given below, which 
expresses in terms of tons and kilowatt hours the progress 
that has occurred in seven basic sectors. 


DEVELOPMENT OF KEY INDUSTRIES 





1929 | 1938 | 1946 | 1949 | 1952-53 
| | 











| * Rae million tons 55 7-6 49-3 53 60 
Electricity. thou. mn. kWh 14-4 0-8 23-0 29-7 43 
Petrol, etc. taillion tons 0 7 2-8 11-4 18-7 
Steel...... sa 9-7 6-2 4-4 9-1 12:5 
Cement ... | is 6-2 3-6 3-4 6-4 8 
Tractors... | thousa:.ds 1 1-7 1-9 17-1 40 
Fertilisers . thou. tons «i N, 73 177 127 213 350 
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The report stresses the enormous debt which the invest- 
ment plan owes to Marshall aid.. Not only does Marshall 


aid help to bridge the trade deficit and sustain the French 
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economy with a steady flow of raw materials, but it also 
provides an important source of finance in the shape of the 
“counterpart fund.” This is the fund in local currency 
which every Marshall country is obliged to set aside in ap 
amount equal to the value of the goods received. 


An analysis of the way in which the Plan was financed 
shows that of the total investment of 999.6 billion francs well 
over half—s536.5 billion francs—was supplied from public 
funds. And of this subtotal the counterpart of Marshall aid 
in turn furnished over half—339 billion. Two conclusions 
stand out from this set of accounts. First, only a stunted 
version of the Monnet Plan—if that—could have been 
achieved without Marshall aid. And, second, if left to its 
own devices French industry would very probably have 
“ slid down the slope of decadence.” 


These are the facts which lead the report to emphasise 
the urgency of France’s “making good” by 1952 when 
Marshall aid comes to an end. By that date the programme 
of modernisation must bring France to the point where she 
can balance her trade by the products of her own labour and 
support investment charges out of her own savings. Should 
France not achieve equilibrium when that time comes, she 
will expose herself to “ an unprecedented collapse of her stan- 
dard of life and a progressive suffocation of her economy.” 


Future Equilibrium 


According to estimates made by the Commissariat, France 
is obliged to import some $1.900 millions’ worth of goods 
annually if she is to maintain full production and employment. 
During 1949 her exports totalled approximately $1,500 
million. By 1952 France must, therefore, increase her 
exports by about $400 million annually, or 25 per cent. 
Unfortunately the deficit in trade is almost exclusively with 
the dollar area. There is the rub. It is hoped that the tradi- 
tional export industries such as automobiles and textiles will 
be in a far stronger position to compete in the world market, 
although the possibility of earning dollars outside the dollar 
area depends to a great extent on international factors beyond 
the control of France. In any event, the position calls for a 
keen export drive to the dollar area itself. 


Next there is the problem of internal finance. It is esti- 
mated that in 1950 a hole of 250 billion francs will again 
have to be filled by the Marshall aid counterpart fund. When 
that aid ceases it is believed that an enlarged national product 
will enable France herself to shoulder the burden. The 
report estimates that the gross national product must be 
increased by 1,000 million francs from 1949 to 1952. All 
the investments which have been undertaken with this objec- 
tive in view are now under way, and by the end of 1950 
most will be two-thirds, and some will be three-quarters, 
complete. If only 25 per cent of this increase is applied to 
investment, it will be sufficient to replace the contribution 
now made by the counterpart fund. “In a word, modernisa- 
tion should finance itself.” 


The report has harsh words for those who suggest that 
there is a danger of over-production and over-investment. 
“ Would not a return to the Malthusianism of pre-war France 
be an intolerable paradox at a time when so many essential 
needs remain to be satisfied—when most of the ruins have 
not yet been rebuilt, when not even a start has been made on 
the housing programme and when the living conditions of the 
peoples of France and the entire French Union still remain 
at such a mediocre level ?” Nor is it true to say, the report 
adds, that heavy industry is being built up at the expense 
of light industry. (It has been suggested in some quarters 
that autarkic economic thinking had paid insufficient atten- 
tion to more profitable export industries.) 


In conclusion, the Monnet report insists that to produce 
enough is not the only task. The final test of the effective- 
ness of the Monnet Plan will come in the ability of French 
industry not only to produce but to produce cheaply. Pro- 
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ductivity must be improved in order both to increase the pur- 
chasing power of the population and to enable France to 
withstand foreign competition. French industry has only 
just managed to equal the productivity of 1939. The achieve- 
ments of the Commissariat will be consolidated only if 
French industrialists and workers make radical changes in 
their economic psychology. For until industry is prepared 
to stand up to the bleak winds of competition and until 
labour feels itself engaged in a national enterprise, much of 
the enrichment that France has received through the Plan 
Monnet will be wasted in selfishness and social disorder. 


Tito Starts the New Year 


[FROM A CORRESPONDENT IN BELGRADE] 


THe New Year has found Jugoslavia with a far healthier 
and more hopeful outlook than it had twelve months ago. 
The last shred of doubt that the break with Moscow is real, 
deep and unbridgeable is gone. The political atmosphere 
has cleared considerably and stability seems assured for some 
time to come. 


Moscow has almost abandoned its absurdly futile under- 
ground distribution of propaganda. Infiltration of agents 
across the well-guarded frontiers has practically stopped. 
The Soviet troops which paraded on the Hungarian and 
Rumanian frontiers in August in an attempt to frighten 
Uno into rejecting the Jugoslav bid for membership of the 
Security Council have disappeared. 


The reorientation of the economy from east to west has 
been completed. The trade pacts with Britain and other 
non-communist nations will provide a flow of capital equip- 
ment and machinery for the mines and forests, which will 
prevent economic crisis or failure of the five year plan. The 
Zagreb trade fair last autumn gave clear proof that, despite 
Staggering costs, vast improvements in industry had been 
recorded. In contrast to last winter’s sketchy and uneven 
distribution, rations are now regular and consumer goods 
are of much better quality and in greater supply, although 


standards of living are still very low compared with those in 
the past. 


Weather conditions allowed planting in the early autumn 
to give agriculture a good start, though this may be offset by 
the continued rapid pace of collectivisation. Despite the 
swiftness of the programme of the past year, which ended 
with some 200,000 peasant families and 21 per cent of the 
arable land in the socialist sector, the communist leadership 
shows no inclination towards slowing the tempo. Whether 
better seed, more machinery and improved planting methods 
in the co-operatives will offset the discontent and non- 
co-operation of a large segment of the population is doubtful. 
But food conditions should not greatly deteriorate. 


Transport remains Jugoslavia’s biggest economic difficulty, 
but the completion before the spring of the Belgrade-Zagreb 
“Brotherhood and Unity Highway” linking Serbia and 
Croatia, combined with a large number of American army 
trucks purchased from western Germany, will lighten the 
load on the obsolete and poorly maintained railway system. 


The highway also contributes to the general improvement 
of Jugoslavia’s defences; it provides a channel by 
which the two northern army groups can be funnelled swiftly 
to the mountains of Bosnia and the central Serb redoubt of 
Kragujevac, where the main arsenal is located. Although 
the army is still dependent upon an obsolete conglomeration 
of Russian, Italian, German and British equipment, the 
governmental policy of heavy investment in armaments 
plants should begin shortly to turn out standardised replace- 
ments in sufficient quantity. The army is completely loyal, 
with 92 per cent of its officers members of the Communist 


Party, and is by far the best force in the Balkans. 
The improvement of the political, economic and military 
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situation within Jugoslavia has resulted in the American 
decision to give arms if needed. To be successful, the State 
Department reasons, any attack upon Jugoslavia must come 
without warning, without any massing of troops along the 
borders, and must present the world with a fait accomplt. 
In the days immediately following the Cominform resolution 
of 1948, this would have been easily possible. Now world 
attention is focused on Tito ; his loyal army is on the alert 
on every frontier and he can rely upon the traditionally 
nationalist sentiment of the Jugoslav people, despite their 
overwhelming anti-Communist feelings. 


How is Moscow reacting to American policy? From 
Belgrade it appears, to foreign and Jugoslav observers alike, 
that the Russians are making a desperate effort to seal off 
Titoism. Tito is a threat to Soviet power only as long 
as he is a Communist. The moment the Jugoslav leader 
becomes a “ democrat” in the western sense of the word— 
and that is very unlikely indeed Moscow can ignore him. 
Hence the series of Rajk and Kostov trials, with their patently 
ridiculous charges, designed to present the Marshal to world 
Communists, and those in the satellite countries particularly, 
as “a bloody fascist-gestapo hangman.” 


Communist and non-Communist Jugoslavs view the 
political struggle for their country with increasing wonder 
and more than a suspicion of disbelief. The non-party 
member watches in bewilderment as his farm is collectivised, 
his political outlets stopped, his newspapers and radio filled 
with endless polemics, his government constantly encroaching 
upon whatever freedoms he may have had and the anti- 
Communist nations of the west indirectly aiding the process 
through their support of Tito. Yet the Belgrade regime has 
succeeded in rallying the majority of the population on the 
strictly nationalistic issue of “ the Russians or us.” Longest 
in power of all Communist parties except the Bolsheviks, it 
has rendered all possible political opposition leaderless, 
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voiceless and inchoate. Indeed, it is almost non-existent. 
The greatest transformation of the past year, particularly 
im recent months, has been in the Communists themselves. 
In turning their back on the rigid orthodoxy of the Kremlin, 
the Jugoslav Communists have found intellectual release. 
At the year’s end the Jugoslav Communist Party began what 
its leading theoretician, Moshe Pijade, described privately 
as “the most important ideological development in Jugo- 
slavia” since the Cominform resolution—the reorganisation 
of the educational system. The party’s Central Committee 
decreed that, in the social sciences, textbooks prepared by 
Jugoslav professors will supplant Soviet ones and that in 
the physical sciences the accomplishments of all scientists 
will be treated on their merits, without regard to their 
nationality. In liberalising educational methods the Jugoslav 
concept of Marxism as opposed to the dogmatic Soviet 
approach will be emphasised in an effort to give greater 
intellectual freedom to the young. 


Equally important is the decision to decentralise industry 
which, with education, forms the basic foundation of any 
Communist society. As in the Soviet Union, Jugoslav 
industry is organised on a basis of federal, Republican 
and local control. In the Soviet Union the accent has 
been on greater and greater central or federal control. 
In Jugoslavia today, the government has boldly reversed 
the direction. More and more factories are being 
turned over by Belgrade to the six Republics, and the 
Republics in turn are handing over greater responsibility 
to the Oblasti (counties) into which the nation was divided 
last summer. This programme of distributing responsibility 
and stimulating initiative is designed to prevent the appear- 
ance of the massive top-heavy pyramid of Soviet bureaucracy. 
It will apply to all light industry, to the mining and electric 
power industries, to part of the chemical industry and to 
all local transport. Together with this decentralisation, 





— BAMAISERANCE AIS — 


the £, The sterling income from the 15% of the Fund 
invested in $ shares of Canadian banks will show an 
increase and should enable the recent steadily rising 
trend of annual distributions on the Units to be 
continued. The 36%, of the Fund invested in the shares 
of insurance companies will also be strengthened, for 
a considerable part of their premium income is earned 
in $ and the sterling value of their large $ investments = 
will greatly increase. E 
Units can be freely bought and sold at quoted net -; 
- prices (and information obtained) through any Bank 
- Or Stockbroker. 


Offer price 31st Jan. 20/4. Yield (conservatively 
calculated on net cost including commission and 2% 
Gov't. Stamp Duty, and subject to reduced rate of tax, 
allowing for D.1.T. relief) £3/14/0%, which may be 
further increased by up to $%, according to the 
amount of the Unit holder’s income for tax purposes, 
by his claiming additional double income tax relief. 
(N.B. Surtax payers obtaining this relief would be 
assessed for surtax on a higher income). 
TRUSTEES: MIDLAND BANK EXECUTOR & TRUSTEE CO., LTD. 
MANAGERS: BANK INSURANCE TRUST CORP. LTD., 30 CORNHILL, B.C. 


AND THE DEVALUATION OF THE £. i 

INvestors in Bank-Insurance Units secure a freely E 
marketable investment spread over the selected shares ~ = 

- Of 50 British banks and insurance companies. E 
- The Trust Fund is as under: : 
: Insurance companies .. .. .. .. .. 36% §& 
: Canadian $ banks ee leeches. ee 
E Other Dom., Col. & O’seas banks .. .. 15% = 
: Home banks .. ee ee CS A ae 
z Discount companiés .. .. .. .. -. MH ¢£ 
: TE IR ei eis, aes cee ss ccs oat 
= Unit holders should benefit from the devaluation of ; 


HM et 


setts 


eee 


SCUPUPUEPETT EAD NAT SED 


CUE 


tHitt 


TULL TESERRNREREDOLEPEGURTELE SOQUERESUSEOEOED MERE CUEEE iEepreOE OE NTEEREC LENT 


PIP PUEN LS AROVENEELANUSEPELTPOMETE RL ELPPEND SLPURI ECC EPODCUULEELENE Trane eney ete 


2 


See ehasiee eet tae 


e141 LOPE HCD Na OAaGERE st sn gui uN AagHMEEN ERAN 4) DEOL G4 4@44HENEDEAGL ERT | LEAL DGHEBREO EER EORE G44 PDODEDE 12RD 














In Australia 
and New Zealand 


With total assets of over £300,000,000 





and with over 800 branches and 
agencies throughout Australia, New 
Zealand, Fiji, Papua and New Guinea, 
this Bank is better equipped to facili- 
tate trade with these countries than any 


other institution there. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 
{incerporcted in New South Wales with limited liability) 


LONDON OFFICES: 
29 Threadneedie Street, E.C.2 
47 Berkeley Square, W.! 








Sagi ee re 


i e 
ee “ 











272 


workers’ councils, distinct from the trade unions, will be 
set up in every factory. They will share with the managers 
in the day-to-day operation of the enterprises. 


There have been other tendencies in the same direction, 
as the party throws aside what some members call its 
“ Stalinist mantle.” In contrasting the direction now being 
taken by Jugoslavia to that of the Soviet Union, they list 
a flock of changes: production of consumer goods and 
housing are being emphasised as a result of the political 
situation ; the inclination to create a Soviet-like gap between 
the top of the pyramid and the bottom has been reversed, 
and the party leadership is striving to follow Tito’s instruc- 
tions “ to get closer to the masses ” ; nepotism and favouritism 
are being curbed ; the role of the mass political organisations 
—and not merely Communists—is being increased, and 
recently the plenum of the Central Committee of the Com- 
munist Party of Slovenia made this the official line by 
passing a resolution to that effect. The first trickle of 
students and artists have left for foreign study, and western 
literature and ideas are enjoying wider popularity. Though 
still extremely sensitive to criticism, the government has 
found it has benefited tremendously from allowing western 
correspondents greater freedom. It has found itself able to 
stifle the traditional Marxist need to exorcise the 
“ imperialists” and “ capitalists” of the west. A landmark 
was passed on January 15th when Politika, the second largest 
newspaper here, gave a long and thoroughly objective account 
of the issues, personalities and ballot procedure of the forth- 
coming British elections. 


The Jugoslavs are so pleased with themselves and their 
ability to survive the past eighteen months that one of their 
effervescent officials recently proclaimed to a press con- 
ference (which included British and French representatives) 
that “ there are only three independent nations in the world— 
the United States, Russia and Jugoslavia.” American 
diplomats who must deal with this attitude find it slightly 
wearing, and they are concerned lest the Jugoslav govern- 
ment take too much for granted. If anything, the Americans 
are worried lest their policy should be too successful. Since 
there has not been any debate in Congress on policy towards 
Tito and since the State Department has “‘ made it easy ” 
for him thus far, the Belgrade government has lost all 
semblance of reticence in asking favours of the Americans. 


Prospects for Canadian 
Development 


[FROM OUR OTTAWA CORRESPONDENT] 


For the most part Canadians avoided the vulgar error of 
treating January 1, 1950, as the middle of the century ; but 
some publications copied their American competitors and 
reviewed Canada’s position as though the mid-century had in 
fact been reached. The outstanding feature of such a review 
is the growth of the last fifty years. In 1900 Canada had a 
population of 5,400,000 people: now it is 13.5 million. 
Montreal, then as now the biggest city, had 325,000 people. 
Now it has nearly a million and a quarter. Saskatoon, in 
the northern part of Saskatchewan, then had 113; now it 
has 46,000. Edmonton then had 4,000 people ; now, the 
centre of the new oil industry and the gateway to the Yukon 
and the Northwest Territories, it has 118,000 and still grows. 


Farm production has increased as might be expected. A 
ear’s wheat crop at the turn of the century was 55 million 
ushels. Now they run at between 300 and 400 million. 

But the expansion of secondary industries is more striking. 
In 1900 just over half the workers were in primary indus- 
tries, principally agriculture and forestry, Now that figure 
is down to 27 per cent. Nearly three-quarters of the labour 
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force is in secondary industries, distributive trades, profes. 
sions and such like. More than three-quarters of Canada’s 
exports are finished goods: raw materials account for only 
23 per cent by value. 

The United States Ambassador in Ottawa, Mr Laurence 
Steinhardt, is fond of saying that the of Britain’s power 
is in the past, the peak of United States’ power is in the 
present, and the peak of Canada’s power is in the future, 
Already the oil development in the prairies promises to revo- 
lutionise much of the economy. The production now in sight 
could make Canada a net exporter instead of a large importer 
of petroleum, and oilmen are now uaded that the pools 
they have tapped so far are merely seepages from a still 
undiscovered main deposit. The prize still to be found, 
they say, is immeasurably greater than anything tapped s 
far, rich as present discoveries are. Of almost as great 
importance as oil are the deposits of iron-ore on the 
Labrador-Quebec boundary. An initial investment of $300 
millions will start opening them up in the next few years 
through a railway to be built down to the north shore of the 
St. Lawrence. As the Mesabi range of Minnesota gradually 
gives out—and the end of its high-grade ores, though not 
of its taconites, is in sight—the whole balance of North 
America’s iron and steel industry may be tipped eastwards, 
This gives a quite new importance to the St. Lawrence deep 
waterway project. These are two examples of possible 
Canadian development in the coming decades. What further 
riches lie under the barren remoteness of the northern pre- 
Cambrian shield no one can guess, but the mineral wealth 
of the north is barely scratched as yet. 


Emphasis on Immigration 


The key to growth, of course, must be people as well as 
things, and all the optimistic prophecies postulate a large 
increase in population. The natural increase is running at 
more than 220,000 a year, and in some postwar years has 
been higher. A postwar wave of immigration reached its 
peak in 1948 when 125,000 people came to Canada. The 
1949 total will show a decrease, perhaps to about 100,000. 
The movement from the DP camps of Europe has slowed 
and the flow of British people has been drastically reduced. 
It was 46,000 in 1948, and only 21,000 in the first eleven 
months of 1949. This reduction is causing concern. 
Immigration, which has been under a catch-all conglomera- 
tion called the Department of Mines and Resources, has 
just been put under a new department of “ Citizenship and 
Immigration,” whose two main functions are to look after 
immigration policy and Indian affairs. No disrespect is 
intended either to the immigrants or to the Canadian Indians. 


There is no suggestion of returning to the pre-first-war 
policy of Sir Clifford Sifton and the Canadian Pacific 
Railway, when Britain and much of Europe was plastered 
with highly coloured posters advertising the beauties and 
opportunities of the Canadian prairies. That campaign, 
misleading as much of it was and great as was the disappoint- 
ment of some homesteaders who found themselves on 
“dry farms,” brought Canada a million new citizens in five 
years. But the circumstances of today are very different. 
It is not a case now of peopling vast empty areas—though 
the Peace River valley and a considerable tract of country 
in northern Alberta and British Columbia offer opportunities 
for settlement provided communications are improved. 
Canada is not looking primarily to the growth of new limbs, 
but to a general fattening-up. Such preliminary information 
as the government has collected indicates that Britain would 
still be sending a large number of emigrants if it were not 
for currency restrictions. The cut in emigrants’ allowances 
to £1,000 spread over four years has made them too meagre 
to provide adequate capital for a man to settle himself, and 
devaluation has reduced the four years’ annual allowance t0 
only $760. If, on closer examination, it appears that the 
People who want to come to Canada want to bring £1,000 
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with them (and have it to bring), and if the freezing of their 
funds appears to be a serious factor in keeping them at home 
the Canadian Government will be tempted to consider very 
seriously whether it could help by advancing the full amount 
in dollars and collecting the annual instalments as transfer 
is permitted by the Treasury. 


If any move of this sort is going to be undertaken the time 
to do it is probably now. There are some warning signs of 
the slackening of the postwar boom which has been main- 
tained with remarkable consistency in spite of the decline 
in the United States economy last year. Unemployment, 
which reaches a seasonal peak at the beginning of March, 
will be higher this year than at any time since the war, and 
it is easy to forget that total employment has increased also. 
Unemployment is not likely to go much above 6 per cent 
of the total labour force. This is little enough as a seasonal 
peak considering the rate at which the labour force has been 
increasing ; but it might be enough to start a clamour against 
immigration. 


Increased Domestic Consumption 


The prevailing view in government circles is that the post- 
war immigration has had more effect in increasing employ- 
ment than in decreasing the number of jobs available. 
Certainly immigration has contributed to the increased 
domestic consumption which has been a tremendous asset to 
both farmers and manufacturers of consumer goods. But 
there is no way of showing how much of this increase is due 
to increased population and how much to release of wartime 
savings, higher wage rates and satisfaction of pent-up 
demands. Ideally, no doubt, the growth of population should 
keep in step with the growth of capital investment and 
economic activity. But this is a planner’s nightmare, and 
in practice the decision will be largely political. It is a 
matter of tactics and timing rather than of principle. On 
the long view Canada needs millions more people. 


This is not the only field in which the long-term outlook 
is clearer than the short-term. In the long run this must 
be an expanding economy. But he would be a foolhardy 
prophet who would promise increased activity in the next 
twelve months. There is no domestic reason against it. 
but Canada’s prosperity depends so largely on exports that 
the domestic picture is not the determining factor. The 
economic developments in the United States and in Britain 
are vital to Canada. 


It should also be added that Canada shows no sign of 
following the United States into deficit financing. Ottawa 
has a good record of balanced budgets, and Mr Douglas 
Abbott, the Finance Minister, is not the man to break a 
good habit. In the booming postwar years he collected sub- 
stantial surpluses. The tax cuts he made last year were not 
unconnected with the June general election, but it can be 
argued that the situation justified at least part of them, and 
that they had a stimulating effect in 1949. There cannot 
be much of the same to follow this year. But neither is there 
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a case any more for the anti-inflationary surplus. Govern- 
ment departments are being asked to cut back their estimates 
(national defence is included in this) to a figure which the 
Finance Department thinks it can provide. The prospect 
for 1950 is little change in tax rates, strict economy in 
spending and an old-fashioned balanced budget. 


The Future of New Guinea 


[FRoM Our CORRESPONDENT] 


DurincG the recent celebrations accompanying Indonesia’s 
attainment of independence, the inhabitants of Batavia (or 
Jakarta, as it must now be called) reserved their chief 
enthusiasm for the day following the transfer of power 
when President Sukarno arrived from Jocjakarta to instal 
himself in the palace on the Konigsplein, long the official 
residence of the Dutch Governor-Generals of the Indies. 
The President made a speech from the steps of the palace. 
Pulling out all the weapons in his oratorical armoury 
(addressing his speech, for example, to “ my comrades, the 
rickshaw-pullers ”), he soon had the crowd rearing and cheer- 
ing. The Indonesian people must unite ; they must fight ; 
they must continue the struggle—this was Sukarno’s theme. 
Indonesia faces so many difficulties at the present time, such 
as national unity, internal security and economic rehabilita- 
tion, that most of Sukarno’s listeners must have presumed 
that these were the aims to which they were being asked 
to bend their efforts. But no; what Sukarno had in mind, 
the next target for which the Indonesian people must unite 
and struggle, was the incorporation of Dutch New Guinea 
into the new United States of Indonesia. 


It was perhaps not a very good omen for the future. On 
such an important occasion, when such tremendous problems 
lie ahead, it smacked of irresponsibility to devote so much 
attention to the minor issue of Dutch New Guinea. It made 
one wonder whether New Guinea’s chief function during the 
next year or so will not be to divert the attention of the 
Indonesian people away from more pressing realities. Not 
for the first time foreign observers wondered whether Presi- 
dent Sukarno, who has shown himself to be a superb 
demogogic leader in times of strife, has the qualities required 
for a period of peace and national reconstruction. 


Sukarno’s concentration on the New Guinea issue pro- 
duced an immediate and strong reaction from an unsuspected 
quarter—from Australia. This took the Indonesians some- 
what aback in view of the fact that Australia had been their 
nominee in the United Nations Committee of Good Offices. 
Typical of the Australian reaction was the comment of a 
newly elected member of the federal parliament, Colonel 
W. S. Kent Hughes—“ Indonesia might as well claim 
Holland as Dutch New Guinea, as the only ground the 
Indonesians have for claiming the latter is that it belongs 
to the Dutch. If the Dutch want to give their half of New 
Guinea away, Australia has a far better claim to it than the 
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Mould 


Penicillin, exclusively British in its discovery and 
development, is recognised throughout the world 
as one of the greatest scientific achievements of 
all time. Its discovery in 1929 and its name were 
due to Professor (now Sir) Alexander Fleming of 
St. Mary’s Hospital, London. The isolation of 
penicillin and its development as a practical 
weapon in the fight against disease was due to a 
team of research workers in Oxford led by Dr. 
(now Sir) Howard Florey and Dr. E. Chain. 
Penicillin, product of a simple mould, possesses 
Carried 
by the blood to all parts of the body, it attacks 
bacteria wherever they are established. Unlike 
so many other drugs, penicillin is not poisonous. 


astonishing bacteria-killing properties. 


Hence, it can be used by doctors and surgeons 
without any fear of an overdose proving harmful 
to the patient. 

Early research on penicillin was attended by 
great difficulties. At first it was only possible to 
produce minute quantities from the mould 
(Penicillium mnotatum) and the substance was 
easily destroyed by heat, acids, enzymes and 
air-borne bacteria. Imperial Chemical Industries 
Ltd. was the first industrial concern in Britain to 
make substantial quantities for chemical and 


biological investigation. 


The crude, unstable 
material then produced has since been superseded 
by an almost pure substance. Penicillin of |.C.l.’s 
manufacture is now a white crystalline product 
of known composition, which retains its activity 
for three years in all climates. 
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Indonesians. Neither historically nor racially has New 
Guinea ever been a part of Indonesia.” The Dutch in the 
Indies, amongst whom there is no marked pro-Australian 
sentiment, watched these Indonesian-Australian exchanges 
with a good deal of amused satisfaction. 


The Round Table conference at The Hague failed to reach 
agreement on New Guinea and decided to leave it on one 
side for the time being and to try to reach a settlement 
by peaceful means during the coming year. Observers report 
that almost more than any other issue it came near to wreck- 
ing the conference. It provides a good example of the way 
in which the Dutch, despite their reputation as hard and 
tenacious bargainers, are capable on occasion of being deeply 
moved by what they regard as a question of moral principle 
or sentiment. There was a lot to be said, on grounds 9 
expediency, for getting the New Guinea issue out of the 
way now. It may, as foreshadowed in Sukarno’s speech, 
impede Dutch-Indonesian co-operation in other fields. As 
far as is known, there are no great oil or mineral deposits 
in New Guinea, although some oilfields are being exploited 
at the western end. It is -unsuitable for settlement by 
European or Eurasian immigrants, despite the fact that 
several hundred Eurasians have left other parts of Indonesia 
to establish communities in New Guinea, under scheme; 
which seem foredoomed to failure. 
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The main consideration which prompted the Dutch 
Government to take up such a strong stand, a stand that 
almost verged on quixotry, was a sense of responsibility for 
the backward inhabitants of New Guinea. These Papuan 
natives, many of them living at an almost stone-age level of 
culture, have in many parts only been saved from extinction 
by the devoted efforts of foreign missions. The latter were 
able to bring considerable pressure to bear, through public 
opinion, on the negotiators at The Hague. Lesser considera- 
tions were a desire not to leave the Eurasians without some 
place to which they could go if conditions became difficult 
for them in the new Indonesian state, and a sentimental 
desire, a very natural one, to maintain some foothold, even 
if in an unproductive region, in a part of the world with 
which Holland has been closely associated for so long. 


There seems to be no doubt that Indonesian control 0! 
the western half of Dutch New Guinea would mean un- 
restricted Indonesian immigration which would lead to the 
early extinction of the indigenous inhabitants. How are the 
interests of these inhabitants to be safeguarded until they 
reach a stage of political evolution, possibly not for fifty 9 
a hundred years, when they can decide themselves what they 
want to do about their future ? It is clearly a case where 
the advanced races of the world have a responsibility towards 
their more backward fellows. When the New Guinea issue 
does come to the fore again, the most hopeful approach 
might well be from within the framework of the United 
Nations, such as a continuing Dutch administration under 
the supervision of the Trusteeship Council. It will not be 
easy, however, to reconcile the conflicting claims of Dutch 
sentiment, Indonesian “ face,” Australian preoccupation with 
security and, last but not Jeast, the interests of the inhabitants. 
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Report on Chemicals 


HE chemical industry is in the ordinary way disposed 
to be reticent about its affairs, and the circumstances 
in which it has come to publish a report on itself* are 
in some ways unusual. The President of the Board of 
Trade asked the Association of British Chemical Manu- 
facturers in the autumn of 1948 to prepare the report, «s 
a first step towards a “ comprehensive survey ” which 
would show the industry’s long-term plans and probable 
development, and “the steps regarded as necessary to 
meet the objectives disclosed by the survey.” The “ com- 
plicated and diversified ” character of the industry made 
the customary working-party technique inappropriate. 


Indeed, the mere difficulty of delimiting the chemical 
industry, as a preliminary to surveying it, is formidable ; 
part of the value of the report lies in the exposition 
of this difficulty, which is more than academic when 
there is any talk of nationalisation. While the report has 
been in preparation, the Labour Party has announced 
its intention of examining the industry with a view to 
transferring “‘ appropriate sections ” to public ownership 
“if it should prove necessary in order to assure vital 
national interests.” The authors of the report have 
avoided any direct reaction to the threat. But the case 
of the spider and the fly can hardly have been totally 
absent from their minds. 


Perhaps this explains the sensitiveness in the report 
to charges of monopoly. The word, it says, is now 
commonly used “in a sense alien to its true meaning ” 
to describe any situation in which somebody “ can 
exercise a predominating influence over the production 
and sale of an article”—though this is the definition 
applied in the Monopolies Act. Many chemical products 
are made exclusively or predominantly by a single 
firm; many are not protected by patents, but are 
“economic monopolies,” and may arise from the small 
demand for a product or from the need for specialised 
plant or processes. The “monopolist” firm may 
even be quite small. To insist on a product being 
made in two or three plants when it can only be 
economically made in one would be absurd. The 
question arises where the line should be drawn—in 
the eyes of at least one section of the Labour Party, 
mere size could qualify a firm for nationalisation, and 
Imperial Chemical Industries were mentioned by name 
in Let us Face the Future—and, further, how the public 
interest can be protected. The report mentions three 
safeguards. 


One is the Monopolies Act. Another is the fact that 
the user can for many purposes use alternative products. 
This is increasingly true as the diversity of chemicals 
in commercial production grows ; but there are certain 
basic materials to which it does not apply. A third 
practical safeguard is that a firm, however monopolistic, 
that has incurred heavy capital expenditure has an 

*Report on the Chemical Industry. Association of British 
Chemical Manufacturers. 5s. 


interest in fostering the widest use of its product 
to keep its plant fully employed. This may encourage 
the manufacturer to fix low selling prices. The point is 
supported by a comparison of the price movements since 
1930 of 37 chemicals “ in the manufacture of which one 
company had a virtual monopoly,” with those of 33 
chemicals in a similar product group. While the average 
prices of the 37 “ monopoly ” chemicals rose by 37 per 
cent between 1930 and 1938, the average prices of the 
“non-monopoly ” chemicals rose by 70 per cent. The 
Board of Trade index number of industrial materials 
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and manufactures rose by 142 per cent in the same 
period. As the accompanying graph shows, the increases 
in the prices of chemicals in the last ten years have 
been modest compared with the general rise in prices. 


The key is perhaps to be found in the fact that the. 


industry has for many years been using its plant 
continuously at the limit of capacity. 


* 


This is one advantage of a boom; and it weighs 
heavily in the chemical industry which uses much 
capital and shows especially great economies under con- 
tinuous operation. There are also disadvantages of a 
boom—in particular, the high cost, slow pace, and 
general difficulty of new construction. “The cost of 
replacing plant constructed before the war is today 
almost 24 times the original cost,” and it does not vary 
greatly as between structural work and mechanical 
installations. The industry soon found out after the war 
the impossibility of carrying out “ simultaneously and 
quickly ” the tasks which it set itself. These tasks 
required not only more constructional materials and 
more equipment, but also more draughtsmen and 
experienced technologists than it could quickly command. 


Unquestionably the British chemical industry is still 
at some disadvantage compared with the American 
chemical industry. Reliance on American sources for 
certain synthetic and other chemicals was probably 
unavoidable during the war, but it held the British 
industry back while the American industry went ahead. 
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Since the war, material and technical shortages have been 
severe enough by themselves to prevent the British 
industry from making up the lost ground. Indeed, it has 
lost more : 

There is always a gap in time between discovery and its 
commercial application, but this gap has been longer here 
than there. 

The gap has been lengthened by “ the preoccupation of 
consumers with their own similar difficulties, and their 
consequent inability to co-operate fully in assessing the 
value of a new product.” A defensive mentality in 
industry at large can only discourage and delay new 
departures in industrial chemistry. 


The British industry is also at a disadvantage in the 
cost of its materials. Coal, the most important (both 
as the supplier of heat and power and as the 
source of carbon and carbohydrates), is three times 
as dear in Britain as in the main industrial areas of the 
United States. Benzene and its derivatives are dearer 
in Britain. American chemists are in any case far less 
dependent on coal and on benzene than British, for they 
have abundant oil and natural gas to supply heat and 
power, and abundant refinery gases to supply the raw 
materials of organic chemical synthesis. 


What is being done to overcome or offset these 
drawbacks ? The Association of British Chemical Manu- 
facturers is still in a better position to answer this ques- 
tion than is the reader of the report, which is sprinkled 
exasperatingly with blank spaces from which the details 
have been deleted as “confidential to the Board of 
Trade.” For the most part, only the product groups 
are shown, and not the products themselves. Yet even 
this is a big advance on previous knowledge, and the 
accompanying table which summarises the scope and 
anticipated effect of the existing expansion plans gives 
some clear indications of the direction in which the 
industry is developing. 

The capital investment in the chemical industry (as 
the report defines it) is estimated to have been {£231 
million at the end of 1948. But the “ real capital ” em- 
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ployed is estimated at something like £400 million. This 
plant had a production capacity at.the end of 1948 of 
some {£347 million a year at current prices, though the 
actual output in 1948 was much less—some {250 
million. Some 142,000 workpeople (again at the end of 
1948) were employed to utilise this capital. 

The chemical industry already shows a high ratio of 
capital for each worker employed, but the expansion 
will raise it further, as these figures show: 


Capital Capac ity 
Per Per — 
Employee Employee 
£ f 
Existing plant .........-seseeceees 1,600 2,400 
Additional plant ...........0--065 7,600 9,000 
Existing and new plant combined... 2,500 3,500 


The expansion represents a new capital investment of 
about {£191 million, and will increase production capacity 
by an annual value of £223 million, assuming (though 
the assumption is perhaps bold) no great change in the 
existing price levels of the products. They will, how- 
ever, require no more than 25,000 additional workers to 
operate them. This expresses the trends towards large- 
scale, automatic and continuous processes and simul- 
taneously towards the production of synthetic chemicals 
of high value. By the end of 1953 the industry’s plans 
provide for an increase in capacity of 64 per cent com- 
pared with the end of 1948. Output is harder to forecast, 
but the report indicates that output next year (1951) 
should be 50 per cent higher than the output in 1946— 
which in turn was nearly a third greater than in 1935. 
Measured by capacity or output, the industry is expand- 
ing at a rapidly accelerating rate. 

A general expansion of this kind inevitably requires 
heavy investment in plant to produce certain basic 
chemicals ; sulphuric acid, as the almost universal 
reagent, comes first. The planned expenditure of {11 
million in this branch of the industry is intended to raise 
its capacity from 1,476,000 tons a year (calculated as 
pure sulphuric acid) to 2,134,000 tons a year. This will 
create problems of raw material supply ; an additional 
189,000 tons of pyrites (which come mostly from Spain), 
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EXPANSION PLANS OF THE CHEMICAL INDUSTRY 
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Tons Value Tons | Value 

(£000) | | 000) (£'000) 
11,119 | 1,476,000 | 9545 | 2134000 14,064 
39,100 1,759,000 | 22,120 2,611,000 32,952 
13,736 | 2,561,000 | 52,114 3,354,000 75,821 
4,286 | ’ 608 . 11,391 
3,590 | 920,800 10,755 1,183,000 13,702 
2,468 | 1,299,000 7,762 1,453,000 9,297 
11,600 172,000 2,626 710,000 10,171 
42,794 848,000 | 62572 | 1668000 | 136.646 
7131 | ° 32,144 . 56,119 
1862 | * 14,833 . 23,038 
16,381 | 195,700 38,308 237,900 52,610 
5.143 | 309.961 | 28,437 387142 | 35,740 
2,031 | * 10,394 * 12,743 
686 | 86,415 6,763 96,812 9,390 
21,974 185,738 37,741 339,189 71,881 
1,947 | 32,826 2,717 56,978 4,906 
: t t t t 
5,458 | i dt i s 
| 191,306 9,846,440 | 347,439 | 14,231,021 | 570,471 
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82,000 tons of spent oxide from the gasworks, and 
120,000 tons of sulphur itself. A further 120,000 tons 
of sulphur will be needed for other purposes, and the 
total requirement will thus be increased to 500,000 tons 
a year in addition to the sulphur-bearing materials 
mentioned. Elementary sulphur has all to be imported. 


Production of the alkalis and of chlorine is based on 
salt, which is available in ample quantities in Britain ; 
the large and costly expansions in this branch seem likely 
to be adequate. The third group in the table, “ Other 
inorganic acids and salts,” includes calcium carbide, 
which was not made in this country before the war. Two 
plants built during the war are now able to meet the 
whole British requirement of carbide, and new carbide 
plant is among the projects now in the “ tentative ” stage. 
To be economic, carbide production needs abundant, 
cheap and reliable electric power (which the Norwegian 
producers, who formerly supplied Britain, enjoy). The 
report shows no confidence that those conditions are 
assured in Britain. 


Fertilisers are another important branch to be 
expanded ; but it is noteworthy that the bulk of the ferti- 
liser expansion schemes are still at the tentative stage, 
and the report draws attention to uncertainties about the 
future course of world demand and the competition 
which may arise from expanded fertiliser production in 
some foreign countries. The largest schemes under 
consideration are in the third of the fertiliser groups, and 
relate to compound fertilisers (nitrogen and phosphorus 
or nitrogen, phosphorus and potash). 


Most of the plans already mentioned are designed to 
expand existing branches of chemical production. For 
major innovations and far-reaching changes it is 
necessary to look at the figures for “heavy organic 
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materials” and for “ plastic materials and synthetic 
resins ”—two groups which are closely related. The first 
of these two includes the new petroleum chemical plants. 
The United States began to manufacture isopropyl 
alcohol from propylene more than 20 years ago, and the 
American output of organic chemicals from a petroleum 
base is now in the region of 2,000,000 tons a year. It 
was accelerated by the ready availability of: tail-gases 
from the oil refineries, but also by the great size of the 
American market and the comparative readiness with 
which American manufacturers accept new materials. 


The construction of an oil refining industry in Britain, 
and the expansion of the British industrial market for 
organic chemicals, has made it feasible for British 
industry at last to set out to overhaul the American syn- 
thetic chemical industry in at least some products. The 
figure of nearly £43 million for capital expansion in this 
group shows that a serious effort is being made ; and the 
estimated increase from £63 to £137 million in annual 
production capacity for heavy organic chemicals when 
the schemes are completed suggests a major shift of 
emphasis in the chemical industry. This should open up 
a far more plentiful and more varied supply of organic 
chemicals for British manufacturers, as well as providing 
a useful source of exports. Some of its consequences are 
seen in the projected expansion of the synthetic 
resins and plastics branch ; it is from this expansion that 
the new plastics are to come, together with the polymers 
for the new synthetic fibres, the chemicals for an 
expanding rayon output, and a series of process materials 
for many uses. Major advances in the chemical industry 
can react on industry over a wide field, and can lead to 
general improvements in the efficiency and variety of 
British manufactures, as they have done in the past. Such 
an advance may now be on the way. 


Gold from South Africa 


HE announcement that South Africa is to pay gold 

for all future imports of essential goods from the 
sterling area opens a new and welcome chapter in the 
tangled history of the Union’s financial relations with 
the sterling club. The main feature of the agreement 
is to revise the South African system of import control 
by the issue of “ universal ” import permits for essential 
imports. Such imports will be “ buyable anywhere,” 
and sterling suppliers will thus have the opportunity of 
competing for as large a share of them as they can obtain 
in a free market. Goods imported into South Africa 
under these universal licences, whether they come from 
hard currency countries or from the sterling area, will 
be paid for in gold. Other imports—not covered by 
universal licences—are henceforth to be allowed into 
South Africa only from countries accepting sterling or 
other soft currencies in payment ; presumably, therefore, 
imports of almost all “ inessential ” goods from America 
will cease. By this arrangement, the amount of gold 
which the sterling area can earn from trade with 
South Africa will be determined in principle simply by 
the amount of “ essential” goods which sterling coun- 
tries can sell in competition with all other suppliers. The 
possibility of earning gold from such trade will no longer 
be contingent upon South Africa’s need of sterling, and 
will not, therefore, be affected either by the extent of 


any capital outflow from this country to the Union or by 
sterling area purchases of South African goods. 


To view the agreement in perspective it is necessary 
to recall the extent to which Britain has relied on South 
Africa as a source of gold in the past. In the last five 
years before the war South African mines produced some 
$370 million of gold each year—most of which eventually 
found its way into the vaults of the United States Trea- 
sury via other countries which had an export surplus 
with South Africa. Great Britain was the most important 
of these countries ; its export surplus with South Africa 
amounted in 1938 to £25 million (equal to one quarter 
of the value of British imports from the United States 
in that year). 


The war brought this system of triangular payments 
to a sudden stop and when the threads were picked up 
after 1945, they made a very differert pattern. Under 
the Anglo-South African agreement of 1946, Britain in 
effect became the banker for the Union’s gold output. 
In each of the years 1946 and 1947 South Africa was to 
sell a minimum of £70 million gross (about $282 million) 
to Britain, as custodian of the sterling area central pool, 
but was to draw on that pool for any hard currencies 
required. It was hoped that these drawings would be 
much smaller than the minimum gold deposit. But in 
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fact, as the accompanying table shows, these hopes were 
confounded. In 1946 South Africa sold £71 million of 
gold to Britain but bought through London £80 million 
of non-sterling currencies ; in 1947 gold sales reached 
the bare £70 million, while currency purchases were 
£112 million. These purchases which, over the two 
years, exceeded gold sales by £50 million did not com- 
prise only “dollar-hard” currencies. Even so, the 
Union’s liberal—and “ non-discriminatory ”—import 
policy caused mounting concern in London. The account 
of the customer from whom the sterling bank had 
expected so much seemed likely to go into the red—if, 
indeed, it had not already done so. Moreover, not only 
was the Union attracting large amounts of private capital 


SoutuH Arrica’s BALANCE oF PayMENTsS, 1946-48 
{mn. 


1946 1947 1948 


Non- | _ | Nom i{¢ | Non- Sterli 
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Non-Sterling, Purchased | i i 
through London ....... ; +80 ; —80 | +112 —1l12 }| + 4 ie 44 
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from Britain—up to £175 million in 1947—but it was 
also becoming increasingly importunate in its requests 
for more liberal treatment for its exports of “ inessential ” 
goods to the rest of the sterling area. 


A solution for these difficulties was sought by the Gold 
Loan Agreement of November, 1947. This permitted 
South Africa to go on drawing sterling capital from 
Britain (though the movement of funds was to be care- 
fully watched) and to export to Britain up to £12 million 
a year of processed foods and other “ inessentials.” In 
return the Union was to reimburse Britain in gold for 
any purchases of non-sterling currencies from London 
and was to grant to Britain a three-year gold loan of 
£80 million (repayable, under certain conditions, in 
sterling on demand). The intention was plainly that, so 
long as the loan remained outstanding, no further gold 
was to be sold to Britain. The £80 million was duly 
transmitted to London at the beginning of 1948, and was 
hailed officially—and in some other quarters—as a 
“generous gesture.” In retrospect, it seems to have 
the outcome of a rather toughly bargained arrangement 
between two parties who were both in serious straits. 


Once again, however, the arrangements failed to work 
according to plan. During 1948 Britain’s own balance 
of payments with the outside world improved, but South 
Africa’s balance with the sterling area worsened—largely 
because of the virtual cessation of capital inflow into the 
Union after the election of the Malan Government. 
Thereafter, not only did the Union’s deficit with the 
dollar world impose an increasing drain on its war- 
accumulated gold reserves, but, in addition, holdings of 
sterling began to fall. By June, 1949, the Reserve Bank’s 
gold holding was down to only £37 million and its ster- 
ling holding to a mere £3,000,000, despite the fact that 





THE ECONOMIST, February 4 1959 


£50 million of the “gold” loan had already, at South 
Africa’s request, been repaid in sterling. Belatedly, the 
Union clamped down import restrictions, and henceforth 
its imports even from the sterling area were confined to 
“ essentials.” It was already clear that, with the 
“gold” loan nearing exhaustion, South Africa might 
soon be obliged to sell gold to Britain to secure sterling 
to finance its imports from the sterling area—provided 
the capital flow to the Union was not resumed. Earlier 
in the year, this prospect had already led Sir Stafford 
Cripps to refuse to allow the Union to raise money on 
the London market ; it also explained the growing desire 
in London to restrain any efflux of private capital to 
South Africa and, if possible, to restrict imports of South 
African “ inessential ” goods, 


In this situation there were all the ingredients for a 
bargain. Though it has only now been made public, 
there is little doubt that the main outlines were ham- 
mered out during Mr Havenga’s visit in July-August last. 
The delay in announcing it may reflect the realisation 
that the arrangement involves, in effect, a South African 
discrimination against “ inessential”’ dollar goods. The 
new trade arrangements have theoretically been in opera- 
tion since the beginning of the year, while other parts of 
the bargain—South Africa’s acceptance of sterling re- 
payment of the balance of the gold loan just before 
devaluation, and the floating of the £10 million South 
African loan on the London market last November— 
were put into effect before that. It is plain, however, 
that many of the details have still to be worked out. The 
most important of these is, of course, the value and the 
categories of the goods to which the new universal licence 
system for “essentials” will apply. In the Union's 
import restrictions last year, “‘ essentials” mainly com- 
prised food, capital equipment for the mining and elec- 


tricity supply industries, petrol, industrial raw materials 
and government stores. 


The upper limit on the value of these licences each 
year will presumably depend upon whether the South 
African authorities deem it wise to build up their gold 
reserves. If these reserves were kept constant, the 
maximum figure for essential imports would presumably 
depend on the annual value of the Union’s current gold 
output (£144 million at the pre-devaluation rate of pro- 
duction and the post-devaluation rate of exchange) plus 
any additional annual gold production stimulated by the 
higher sterling price of gold plus (possibly) its hard 
currency earnings from wool and other products shipped 
to dollar countries during the year. At a very rough 
estimate, the ceiling might come to £175 million a year. 
During the first half of 1949 the sterling area supplied 
some 55 per cent of South Africa’s total imports. Purely 
for the sake of indicating the theoretical magnitudes, it 
may be noted that if a similar proportion of South 
Africa’s “ essential ” needs could be supplied, the sterling 
area might earn some £95 million of gold in a year. In 
practice the prospective earnings might be a good deal 
less than that sum. 

At this stage, of course, it is impossible even to guess 
at quantitative results. It is equally impossible to esti- 
mate the prospects for British exports of less essential 
goods to South Africa—exports which will now pre- 
sumably enjoy complete freedom from hard-currency 
competition. The funds to pay for these imports will 
mainly arise from South Africa’s earnings from exports 
the sterling area (which were running at an annual rate of 
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THE BANK 


AS EXECUTOR 
or TRUSTEE 


The District Bank Executor-Trustee Service pro- 
vides economical administration with 


Complete Security 
Absolute Privacy and 
Continuity of Management 


Full particulars of these and other advantages of 
appointing the Bank your Executor are available 
at any Branch. 


TRUSTEE OFFICES: 
Lonvon : 77, Cornhill, E.C.3 


MANCHESTER: 57, King St. 


DISTRICT BANK 


LIMITED 
Established 1829 








Traders and industrialists looking for opportunities 
in the undernoted Territories should get in contact 
with the National Bank of India. Topical information 
On business matters and a comprehensive banking 
service are ensured by a network of branches in 
these areas. Your enquiry is welcomed at Head Office. 


NATIONAL BANK OF INDIA 


LIMITED 
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£74 million in the first half of 1949), its earnings from 
exports to non-sterling “ soft ” countries (say 
£30 million in the year) and the extent of the inflow of 
capital into the Union from Britain (other than that 
represented by “essential” imports on the universal 
list). Since the devaluation, this movement of funds has 
been strongly resumed ; largely as a result of it the 
Reserve Bank’s holdings of sterling have increased by 
more than £50 million in the last five months. Under 
the new agreement this capital movement will no longer 
threaten Britain with gold losses but it will stimulate 
unrequited exports of “less essential” British goods— 
some of which might'otherwise be sold to the dollar area. 
Presumably, however, this is one of the limitations which 
Britain is bound to accept under the arrangement. 


Even when fuller information is made available about 
the value and types of goods to be included in each South 
African import category, several subsidiary questions 
about this agreement will still have to be posed. First, 
it is not clear whether soft currency countries outside 
the sterling area (such as France and the Netherlands) 
are to be permitted to supply goods allowed into South 
Africa under the universal licence system and thus to 
claim payment in gold. At present South Africa is im- 
porting comparatively little from such countries ; its 
small deficits with them have hitherto been financed by 
purchases of their currencies from the Bank of England 
against gold. Last week’s Treasury announcement 
suggested that in future South Africa would have to 
pay gold only for “hard currencies” (instead of 
for all “ non-sterling currencies ”) purchased from Lon- 
don ; if this means what it appears to mean, one minor 
source of gold supply to the sterling area pool has now 
dried up. 

Secondly the accounting procedure to be followed 
under the agreement is not at all clear. Possibly it may 
be found to be simpler for South Africa to pay for all 
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its imports from the sterling area in sterling in the first 
instance, for it to keep accounts of the number of 


“ universal ” i which have been serviced 
from the sterling area and then to make sales of gold 
against sterling in the London market to clear these 
accounts. Yet another problem arising from the agree- 
ment is that of gauging whether it will be possible to 
hold out any positive incentive to British exporters to 
concentrate on selling goods on the “ essential ” list ; 
this will be especially important in the case of those 
British exporters who are going to find the South African 
market for inessentials suddenly and profitably flung 
open to some lines of their products at the same time 
as the market for “ category A” goods is flung open to 
other lines. The task of devising any such incentive js 
going to be difficult enough in any case. It is going to 
be almost impossible if—as has been suggested—the 
South Africans are not going to make public a precise 
list of “essential” imports but are going to hold them- 
selves free to alter the goods in each category without 
notice from time to time. 


But although questions of this sort still need to be 
posed, they should not be allowed to obscure the essen- 
tial worth of the agreement. The main import of Mr 
Havenga’s announcement is clear. For the first time 
since the war a real opportunity of earning South African 
gold is held out to the sterling area. It is all to the good 
that the amount to be gained will depend on the sterling 
area’s productive efficiency and on that alone ; the oppor- 
tunity cannot be vitiated this time by the failure of South 
Africa to keep inflation in check nor can it be fostered 
by new trade restrictions from this side. Provided the 
floodgates are not flung too wide to an efflux of sterling 
capital to the Union, the whole agreement deserves to be 
welcomed. It is, perhaps, a pity that the lid has been 
lifted before the dish has been prepared for the 
table. It smells appetising, but it is not yet fully cooked. 


Business Notes 


OEEC Council Meeting 


The two principal items on the agenda for the OEEC 
Council meeting in Paris this week were the trade liberali- 
sation proposals and the Payments Scheme. Each is to be 
given a prominent place in the interim report which is to be 
published in the course of the next few days. The basis of 
discussion on trade liberalisation was a French proposal 
which went rather further than the earlier OEEC goal which 
was to free from quotas §0 per cent of trade transacted on 
private account countries. The French 
proposed that this percentage should be increased to 60 by 
next July provided the mew payments agreement is in 
operation by then and to 75 by the end of the year. These 
figures were well within the scope of British intentions, but 
a number of other countries found them somewhat excessive, 
and these laggards had to be encouraged. 


The exclusion of hard currency countries such as Belgium 
from the liberalisation proposals by others, including Britain, 
was again noted with sorrow and slight anger by the adversely 
affected parties. The usual argument was, however, 
again advanced that balance of payments difficulties must 
and will always justify discrimination. (Those who advance 
it never ask how far discrimination and the consequent per- 
petuation of high and low priced areas may themselves be 
responsible for balance of payments difficulties.) 

The time devoted to the trade proposals was in keeping 


with the order of priorities that would have been set by the 
American ECA experts in Paris. The prevalent view among 
officials in Mr Averill Harriman’s organisation is that the 
main brake to the freeing of European trade is the desire to 
protect vested interests and is not to be found in balance o! 
payments difficulties. They point, by way of illustration, to 
France, which during the past year has built up external 
credits and abstained from using drawing rights to the equi- 
valent of a total of about $300 million, mainly in order to 
protect French agriculture and thus, incidentally, defeating 
the deflationary policy of the Bank of France and the 
attempts of the French Administration to lower prices. They 
would share the view, widely held in Paris, that there 
is now a close enough approach to balance of payments 
equilibrium between European countries to free trade from 
all quota restrictions and allow complete interconvertibility 
of European currencies. If quotas are being retained, this 


school would argue that it is for brazenly protectionist 
motives, 


* * * 


European Payments Union 


The European Payments Union proposals, though they 
i a taken less of the time of ministers than the trade 
ralisation talks, nevertheless ided the main spectre 3 
the conference table. ‘This wanaeaae only “because the 
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differences between ERP countries again underlined the gulf 
that separates the “freedom” from the “ planning” school 
in Europe, but also because the British reservations on EPU 
revived all the American suspicions that Britain wants com- 
mercial discrimination for its own sake and wishes to make 
the European economy, together with its associated terri- 
tories, a vast area of permanent discrimination against the 
dollar world, 


The final reservations made by the British delegation in 
the discussions on the Payments Union fell under four 
heads. The first was a complete refusal to allow any usurpa- 
uon by the EPU of the existing bilateral payments agree- 
ments and their overdraft facilities. The second was a 
demand that the facilities provided by EPU through its 
overdrafts based on individual members’ quotas should 
remain available for periods up to 24 months at least before 
being converted into a form of debt to EPU on which partial 
gold payments would have to be made. In technical terms, 
this amounts to a demand that the “swing” in the EPU 
mechanism should stretch not to 12 months, as had pre- 
viously been proposed (on the argument that 12 months 
would cover all normal seasonal fluctuations), but to at least 


24 months and that the possibility of gold settlements should ° 


then be pushed back to the last possible moment. Thirdly, 
an echo of the so-called Cripps Plan of June, 1949, 
reappeared in demands that debtors should be allowed to 
make repayments in goods and services before being com- 
pelled to pay in gold. 

Finally, the British insisted on freedom for gold—losing 
countries to reimpose quantitative restrictions on imports 
from gold receiving countries, irrespective of what had been 
agreed under the trade liberalisation proposals. These 
reservations were, moreover, prefaced by a general statement 
stressing the inability of the British Government to shoulder 
any precise commitments under EPU before the General 
Election. Mr Paul Hoffman was thus given a report on 
EPU which clearly revealed the inability of the member 
countries to resolve their differences. His appreciation of 
the candour of this admission did not veil his disappointment 
that no agreement had been reached. The agreed general 
principles of the scheme, however, remain and these will 
duly appear in the interim report of OEEC together with 
some practical examples. The experts of the various coun- 
tries concerned will then reassemble in the Payments Com- 
mittee of OEEC and will be given thé task of translating 
these principles into an agreed scheme. 


* 


The International Monetary Fund incident caused little 
perturbation in Paris. The omission of any mention of the 
IMF in earlier drafts of the EPU scheme was admitted to 
have been a regrettable oversight. There should, however, 
be no difficulty about the admission of an IMF observer at 
the EPU organisation. There is no reason why the two 
institutions should not prove wholly compatible and comple- 
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mentary. It is unfortunate that the IMF should have adopted 
SO aggrieved and petulant an attitude towards a newcomer 
from which the IMF might ultimately hope to regain some 
of the prestige which it has lost since the devaluations of last 
September. 


* * * 


Trustee Borrowing Resumed 


In fixing the terms of the Southern Rhodesia loan, the 
authorities have obviously determined to avoid the ill-fate of 
the South Africa and Jamaica issues. They have whetted the 
appetite of the stags—who have not been seen in the trustee 
market for many a long day—by offering {6,000,000 of 
33 per cent stock, 1967-69, at 98. It remained only for 
the gilt-edged market to show moderate firmness between 
the announcement of the issue on Wednesday and the open- 
ing of the lists on Friday to ensure a popular success—in 
marked contrast to the ninety per cent or so of the South 
Africa and Jamaica loans which had to be taken up by 
underwriters. The former, with two years’ shorter life, was 
issued at 99 last November, and although its price was 
immediately adjusted to 983 when the Southern Rhodesia 
terms became known, an attractive margin still remained. 
In the market’s view, the issue price was a full point below 
the justifiable price. 


The gilt-edged market has provided a favourable back- 
ground for the Southern Rhodesian loan, for which an 
auspicious success will doubtless raise the prospects of the 
second instalment of South African borrowing. It has also 
reinforced the solid success of the English Electric 4 per 
cent debenture issue, of which the £3,000,000 offered was 
subscribed ten-fold. This stock, issued at 99, now stands 
at 101. There are any number of large borrowers, industrial 
and others, whose needs have become pressing, because 
market conditions were unfavourable after devaluation, 
particularly when setback in gilt-edged ensued. But these 
borrowers are not likely to appear before the end of the 
month, with the election out of the way. 


By that time, some qualification may be necessary to the 
easy assumption which tends to be made in the City that a 
Conservative victory would be good for gilt-edged, and a 
Labour victory. bad. These alternatives may measure the 
initial reactions to the result, but it is not confidence and 
sentiment which will matter in the end so much as financial 
policy. It is much more probable that the right financial 
policy would be bad for gilt-edged ; the investors’ main 
concern is whether either party would produce a Chancellor 
who would be both disposed and able to pursue such a policy. 


* * * 


Uniscan Agreement 


On Monday, ministers from Denmark, Norway, Sweden 
and the United Kingdom approved the draft agreement for 
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closer economic co-operation between the four countries on 
which officials had been working for some weeks. The four 
countries, small enough in number and sufficiently similar 
in their economic make-up, offered promising scope for 
experiment towards freer payments long before regional 
economic arrangements in Europe became the fashion. If 
the actual achievements are limited, it is partly because 
Norway, being the weakest of the four, has made reserva- 
tions on several points, and because Norway and Sweden 
are full partners in the transferable account system while 
Denmark is accorded administrative transferability. There 
were already no impediments to payments for current trans- 
actions, and the broad effect of the agreement is to free all 
invisible items, and trade payments, of restriction, subject 
only to examination by the exchange controls. There are no 
proposals for further liberalisation of trade (as distinct from 
payments) between the parties ; trade questions obviously 
fell more naturally into the wider area of discussion at the 
QEEC meetings in Paris this week. 


The major change, so far as current payments are con- 
cerned, is that tourist expenditure will be unlimited in 
amount (except for travellers from Norway) from March Ist. 
Control will remain only to ensure that tourist applications 
are genuine. Switzerland, Belgium and France have natur- 
ally levelled accusing fingers at the agreement, on the 
undeniable ground that it discriminates against their tourist 
industries, for British tourists are limited to {50 a year 
for France and less for Switzerland. Tourists are not likely 
to be diverted in large numbers to Scandinavian resorts 
from cross-Channel destinations, solely on the ground that 
they can spend as much as they like there ; even so, Switzer- 
land and Belgium can hardly be expected to show any 
sympathy for this arrangement. 


Proposals for the freer grants of credits include a Swedish 
undertaking to continue the present extension of credits to 
residents of the other three countries, and a British under- 
taking to lengthen the term and widen the scope of credit 
business—opening up, it seems, the possibility of resuming 
ship mortgage business. The four governments will look 
sympathetically at proposals for productive investment in 
the other three countries, but their decisions will be subject 
to existing controls of domestic and foreign borrowing: 
purchases of real estate or securities, or the transfer of 
balances “ merely for speculative purposes,” will be restricted 
as at present. Thus the agreement stops well short of complete 
freeing of the exchanges, and its success will rest on the 
ability of the controls to prevent embarrassing accumulations 
of sterling from piling up in Sweden, or from leaking out to 
other countries. Even the provisions for the release of 
blocked balances and securities are tentative in character, 
though they seem unlikely to produce much pressure because 
the amounts which may be repatriated are small. Switching 
of sterling investments by residents of Denmark, Norway 
and Sweden will in future be unrestricted, but this decision 
is not reciprocated. 


* * * 


Australian Revaluation Rumours 


The simmering pot of rumour about a possible revalua- 
tion of the Australian pound was brought to the boil again 
last week-end. Not for the first time, the headlines proved 
to be false prophecy, but even sober observers of the 
Australian scene were this time prepared to attach rather 
greater importance to them, if only because of the continuing 
inflow of sterling into Australia on both capital and current 
account. The main object of revaluation would be to put 
some check on the inflation of the price level, which is 
steadily pushing up Australian costs—and which is going 
to make internal re-adjustment there very uncomfortable 
when the eventual recession of export incomes sets in. The 
main opposition to revaluation—at any rate in the past—has 
come from Mr Fadden, the Federal Treasurer and leader 
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of the Country Party, who has not been anxious to see, much 
less to contrive, any fall in farmers’ incomes, and from some 
secondary industries who believe that such a setback in 
farmers’ demand would hit their own booming domestic sales, 


A whole superstructure of arguments and counter- 
arguments has now been built up on the framework of these 
two basically different points of view. It is argued that 
to revalue the Australian pound before the export season 
finishes in June would give rise to a series of appalling 
accounting difficulties and anomalies about stocks of farm 
products not yet sold abroad. On the other hand, it is 
pointed out that a restoration of the Australian pound to 
parity with sterling would leave wool producers’ incomes 
higher than they were before Australia devalued in line with 
sterling last September. Moreover, an appreciation of the 
Australian pound—it is said—might force American and 
other foreign buyers to pay more (in terms of non-Australian 
currency) for their wool—and any extra earnings of dollars 
might be used for increasing Australia’s petrol imports, an 
increase which would be very dear to Mr Fadden’s heart ; 
this argument rides roughshod over the belief of some 
economists that present dollar and sterling prices of woo! 
already overestimate the real demand for wool textiles in the 
world markets. The inflow of capital to Australia is reaching 
alarming proportions—despite repeated warnings that funds 
which are not remitted for genuine investment projects may 
not be allowed out. Meanwhile, it is worth noting that the 
chairmen of some of the larger Australian banks in their 
annual statements contrived to allow a modified note of 
disapproval of last September’s devaluation to appear in 
their guarded references to the possibilities of revaluation 
now. 


Industry and Trade 


The Dollar Oil Cuts 


The action of the National Petroleum Council in 
Washington in publishing this week the text of a letter from 
the British Colonial Secretary to the Government of Kenya 
did not reveal anything new about the sterling-dollar oil 
situation. When the British Government announced on 
December 2oth its intention of restricting British imports of 
dollar oil in the new year, it was made clear that the new 
policy would be extended to the Commonwealth as and when 
the Commonwealth governments could be got to agree. The 
State Department was aware of this, and it can have been no 
surprise to anybody that the British Government proceeded 
to seek the co-operation of Colonial and Dominions govern- 
ments in substituting sterling oil for some of the dollar oil 
that they are importing. 

What is disastrous about the letter, however, is the phrase: 
“ The Americans have, as expected, not gone beyond express- 
ing regret.” The United States Government is having enough 
difficulty already in maintaining a reasonably tolerant and 
helpful attitude towards British attempts to save dollars oa 
American oil. But it cannot be expected actually to like 
policies which tend to exclude American trade, and it dislikes 
in particular the way in which the cuts on dollar oil imports 
have been devised and introduced. As Mr Acheson said on 
Wednesday, the State Department would prefer to work out 
a more durable policy which would meet the British necessity 
“and at the same time protect the legitimate interests of the 
countries and companies concerned.” Perhaps this will not 
prove possible. Apparently, however, it has been agreed to 
postpone the operation of the dollar cuts on British ol 
imports for six weeks while the Anglo-American negotiators 
in Washington try to work something out ; the cuts were at 
first intended to start at the beginning of January. 

If one thing can at this moment do more damage than 
another, it is the suggestion that American moderation 
reflects indifference or is equivalent to a green light. It 's 








so™<~ wvw <tF 


in | 


oS = 


oil 
on 
of 
en 
he 
no 
led 
rn- 
oil 


>SS- 
igh 
and 
on 
like 
ikes 
orts 
| on 
out 
sity 
the 
not 
d to 
oil 
tors 
e at 


than 
ation 
It 1s 





THE ECONOMIST, February 4, 1950 


not true, and it was an ill-advised implication to be allowed 
to creep into even a confidential document. The American 
Government is under fierce pressure from its own oil 
trade to behave in a more intransigent manner. 


* x * 


Turbo-Jet Economics 


Sir Miles Thomas, chairman of BOAC, has disclosed 
that the first of the de Havilland turbo-jet Comets is likely 
to be flying on the London-Cairo-Karachi route by the end 
of 1951. The aircraft was not at first expected to be 
operating until 1952 or 1953, but since the second prototype 
built for the Ministry of Supply will be delivered by the 
summer, it is reasonable now to expect that the first of the 
fourteen production models ordered for BOAC will be 
delivered early in 1951. The cost of the aircraft has been 
fixed at £450,000. On the basis of the recently obtained 
performance figures, the makers have calculated that it will 
be 20 per cent cheaper to operate per ton-mile (even if 
capital costs are included) than a comparable piston-engined 
aircraft and with its greater speed will provide §0 per cent 
more ton-miles a year. 


The detailed calculations behind these figures are being 
revealed only to prospective buyers, so that it is impossible 
to assess them. If they are sound, they go a long way 
to meet criticism that the aircraft’s payload of 12,000 lb. 
over a distance of 2-3,000 miles was uneconomically low. 
The Comet has suffered from the general assumption that :t 
will be used on the North Atlantic crossing, although de 
Havilland have never suggested that in its present form it 
was suitable for this route. The performance figures 
calculated for the Gander-Prestwick route with two stops 
and not for London-New York direct show that the payload 
cannot be much more than 8,750 Ib., and on half the days 
of the year would be even less. 


283 


Further development of the type, and particularly of the 
engines, will make these performance figures and costs 
obsolete before the first operating aircraft are delivered, and 
in One or two years’ time, opinions on the Comet’s suitability 
for individual routes will need to be revised. So will the 
plans of manufacturers designing a possible competing 
aircraft. All the big American aircraft companies have 
produced drawings of turbo-jet airliners. Their public state- 
ments suggest that these will not be put into production 
without firm orders ; but, given the competitive threat of 
the Comet, it is hard to believe that they will adhere to this 
view for ever. But the rapidity with which the Comet is 
being developed suggests that it is now useless to design 
a rival aircraft merely to compete with the Comet’s present 
performance. The earliest date on which an American 
turbo-jet aircraft could be used on scheduled operation is 
1956. It would then have to compete with a Comet with 
a performance greatly improved by several years’ experience 
in design and operation. 


. * x 
Change in Aircraft Orders 


The Bristol Aeroplane Company have announced a 
change in plans for the 2§ aircraft known as Bristol 175s 
which are on order for British Overseas Airways. The first 
version of this 60-seat aircraft was to have been powered by 
the company’s Centaurus piston engine and later models by 
the Proteus turbo-prop engine which is now being developed. 
The piston-engined version has now been abandoned, and the 
company will concentrate solely on the turbo-prop powered 
version. This policy has certain advantages, since an air- 
craft designed to operate with either type of engine is 
inevitably less efficient than one which is intended for one 
type of engine only. The first of these aircraft is not due 
for delivery until 1954-55, and since progress with gas turbine 
aero engines has been so rapid, operators like BOAC will no 
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For Export 


At the quay-side, the import-export procedure 
is reaching its final stages, but the earlier steps 
were equally important. Markets had to be 
found, references exchanged, restrictions com- 
plied with, payment arranged and documentation 
completed. At each of these steps the services 
of the Westminster Bank can usefully be 
employed. ‘To help those who are engaged in 
foreign trade, the Bank has issued a booklet 
which may be obtained without charge at any 
branch. Ask for The Foreign Business 
Service of the Westminster Bank 
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Cycles Cosmetics Costumes Clocks Carpets 
China Chemicals 

are some of the goods bought from Great Britain by 

Australia and New Zealand. What other imports do 

they require? What can they export to this country? 

The answers to such questions can easily be supplied 

to businessmen by the Overseas Department of 
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longer have a use for the intermediate piston-engined version. 
During the last six months, the Bristol Aeroplane Company 
has laid off about 500 men ; most of these were working on 
development orders for the Ministry of Supply, which were 
not related to the development work being carried out for 
the civil air corporations. 


* x * 


Devaluation and the Terms of Trade 


There was no doubt that devaluation would worsen 
Britain’s terms of trade; the only room for difference of 
opinion was about the extent. Now the results are becoming 
apparent. Import prices rose sharply between September 
and December by 12 per cent. The theoretical rise in the 
cost of imports, assuming the same pattern of trade as in 
mid-1949, which might be directly attributed to devaluation 
has been calculated at 15 per cent. Hence it might be 
argued that the major part of the effect of devaluation had 
already been reflected in Britain’s trade figures by the end 
of the year. On the other hand, export prices have shown 
very little change during the last quarter or indeed during the 
whole year. Thus in December the terms of trade (that is 
the amount of imports obtained from a unit of exports) had 
deteriorated by 10 per cent compared with September and by 
4 per cent compared with January, 1949. Between May and 
September, the terms of trade started to move appreciably in 
Britain’s favour. 


The rise in import prices has been by no means uniform 
for the separate categories of goods. Imported manufactures 
increased by 19 per cent in price after September, raw 
materials by 10 per cent and food, drink, tobacco by 8 per 
cent. Wholesale prices of manufactured goods (the course 
of which was shown in a note on January 21st) rose by 
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May .../ 1? | Wa | i128 | 113 | 13 | 12 | M6 | os 97 
June .. | 115 | V2 { 125 | 12 | 123 | 13 | 16 | 109 98 
July... | 13 | 309 | 123 | Mo] 213 | 213 | 26 | lo? | 100 
Aug. . 112 | 108 | 121 | 108 | 114 | 114 | 16 | 109 | 102 
Sept. .. | 111 | 108 | 119 | 206 | 113 | 114 | 115 | 108 | 102 
Oct.... | 121 | MY | 127 | 328 | 113 | Ue | ane | Io 93 
Nov... 122 | 427 | 127 | 32] 114 | 115 | 234 | 108 93 
Dec.... | 124 | MT} 331 | 196 | M4 | 15: ] 116 | 307 92 
eb seen ciency cI Dea ines oe eee, eae 
* Export price index expressed as a percentage of import price index. 





only 2 per cent during an approximately equivalent period. 
Raw materials, however, rose to the same extent as imported 
raw materials—1o per cent—while the increase in the whole- 
sale prices of food, drink and tobacco was only § per cent. 
On the export side, prices of metal goods rose slightly, while 


those of textiles and other manufactures tended to fall 
slightly. 


These movements in the three price series, which differ in 
degree though not in direction, are explained by technical 
factors, such as the proportion of home-produced foods to 
total supply, or the period between ordering manufactured 
goods abroad and delivery. But the crowning feature is 
clearly the 10 per cent rise in the cost of raw materials since 
devaluation which is spreading its effect throughout the 
structure of industrial costs and prices. To judge from the 
firmness of commodities in recent weeks, further increases 
must be expected. 
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German and Japanese Shipbuilding 


With the flow of new shipbuilding orders now dwindling 
to a trickle, British shipbuilders are watching with close 
interest the reappearance of competition from the ex-enemy 
countries. Shipowners, similarly, are preparing themselves 
for the inevitable return of ex-enemy competition to the 
world trade routes. It cannot be said that either of the 
maritime industries concerned has harboured illusions on 
the subject. They are, however, sensitive about the type 
of competition adopted, and anxious that some practices 
of the years between the wars shall not be resumed. The 
latest relaxation of restrictions on German shipping and 
shipbuilding has received much attention in this country, 
but it is Japanese prospects of competition that are in the 
more advanced stage. The original limits of 6,000 tons 
gross and 15 knots speed for ships built in Japan have now 
been altogether removed, whether for Japanese or overseas 
owners. In Germany the limitations still remain at 7,200 
tons gross and 12 knots speed, though licences may be 
granted for the building of a few refrigerated ships of a 
higher speed, or dry-cargo or passenger vessels of a larger 
size, within certain strict limits. 


At the end of December Lloyd’s Register recorded that 
41 vessels were being built in Japanese yards, totalling 
120,416 tons gross. The American Bureau of Shipping at 
the beginning of December gave technical details of 15 
vessels, which aggregate 103,090 tons gross and 146,950 
tons deadweight, under construction in Japan. Of these, 
four are cargo ships for export—one of 7,600 tons gross for 
Panama, and three of 10,000 tons gross each for the 
Philippines. Of the vessels listed for Japanese owners, two 
are tankers—one of these (of 14,500 tons d.w.) was laid down 
in 1944—.,there are five dry-cargo vessels of 4,000 tons and 
four of 6,000 tons gross. Authorisation has been given by 
SCAP for the expenditure of $24,000,000 of counterpart 
funds on a new shipbuilding programme. 


For Germany no statistics are available, but nothing much 
larger than a coaster has been reported as laid down. But ia 
ship repairing (on which all restrictions have been lifted) 
German establishments are active and have succeeded already 
in depriving British firms of contracts. German firms have 
been able to offer much faster delivery at lower cost than 
British firms, which have until recently been overcrowded 
with work. The advantage in delivery may prove temporary, 
but on costs the Germans can always underbid British yards. 
A recent German quotation to a British shipowner was 
75 per cent of the lowest British tender, but when this 
quotation was refused it was immediately cut to about 
60 per cent of the British price. The Western German 
Government has just announced that the cost of rebuilding 
the German merchant fleet is estimated at £135 million. It 
proposes itself to provide £50 million towards this in the 
form of interest-free loans, together with £12} million from 
ECA counterpart funds. It has further suggested that {18! 
million worth of sterling drawing rights should be used to 
buy foreign-built ships. 


* * * 


Sale of Ships Abroad 


The rate at which ships already on order are being 
completed is now about three times the rate at which orders 
for new “oe are coming in to British yards ; and neither 
British nor foreign shipowners are rushing to stop the widen- 
ing breach. It may seem at first sight that their immediate 
needs are satisfied, since the tonnage of the merchant fiec! 
is practically at its prewar level. But a closer examination 0! 

age distribution of the fleet shows that there is stil 
much room for improvement in its quality. Some 28 pe! 


cent of British foreign-going liner tonnage and about 20 pe! 
cent of tramp tonnage consists of ships 20 years old, of 


~ Despite this block of old tonnage, the average age of 
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Streamlined Magic 
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kitchen of a big house or small hotel. This Wizard 
in the kitchen burns night and day without re-lighting. 
It cooks for twenty or even thirty people with the 
minimum of fuel. This is a cooker to gladden the 
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the fleet has fallen since 1939, but this arises from the fact 
that about a quarter of the liners and nearly half the tramps 
were built to wartime standards between 1942 and 1945. 
“ Tailor-made ” ships are more efficient in competition and 
more in keeping with the tradition of British shipping service. 
Liner owners, in particular, are still anxious to improve the 
balance and the quality of their fleets. The replacement of 
this old tonnage is, therefore, an important potential source 
of demand for new ships in the next few years. 


Sir Colin Anderson, the president of the Chamber of 
Shipping, drew attention last week to a deterrent to replace- 
ment that has existed since the war ; this is the government 
restriction of the sale of “second-hand” ships abroad. 
Licences for such sales have been withheld in recent 
years by the Ministry of Transport, except for a few 
ships of about 30 years old, or more. Before the war ship- 
owners were free to dispose of ships in this way, and thus add 
to their funds for new building. In the eleven years to 193° 
an average of 643,000 tons was sold abroad each year ; new 
acquisitions were about 800,000 tons a year. The position 
now is that funds that might be used for building new ships 
are locked up in unwanted ones ; and this fact may in some 
cases turn the scale against the decision to build. No doubt 
there are many foreign owners who would be willing to buy 
the old ships, and who are being forced to order new tonnage 
instead ; but those orders do not necessarily go to the British 
shipyards, 


* * * 


Difficult Year for Tractors 


Tractor deliveries to the home market became much 
easier in 1949, and farmers who in times of scarcity had 
placed orders with ‘several different dealers, were obliged to 
take delivery of one and cancel the others. At the 
same time exports began to shrink, In the last quarter of 
1948 they had been absorbing more than three quarters of 
total production ; but currency difficulties closed some of the 
best markets, such as France and Argentina, and in spite of 
a trickle of exports to France these markets have not fully 
reopened, In other countries, buyers deliberately withheld 
orders in anticipation of devaluation. Since devaluation 
the orders which were withheld have been coming in, and 
orders have also come from new customers in Canada and 
elsewhere. It is still too early to say if these new markets 
will develop further, but the indications are promising. 


The year’s vicissitudes have had their effect on produc- 
tion. The two biggest producers, Ford and Ferguson, have 


both reduced their production rate well below that which 
the size of their order books would appear to justify. 
Ford, who are particularly anxious to avoid fluctuations in 
their rate of production, have reduced it very considerably 
from the 220 tractors a day which they were turning out at 
the end of 1948. Output of Ferguson tractors fell from an 
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UK Tractor PrRopucTION AND Exports 
B ———— 





Exports to: 
| Australia| & Attia | Denmark| France United 





| States 








Jan....... | 11,300 8,200 1,778 945 630 1,928 
PU anole 9,300 6,100 1538 | 685 126 2,414 
Mar | 9,800 5,600 1,575 1,211 196 1.192 
Apr | 7,500 4,400 920 329 233 608 
May 7,000 3,400 1,728 590 23 50 
June...... 6,600 2,900 539 79 168 300 
July 22... | 5,000 2,700 1,698 196 - 
Aug. ..... | 5,700 3,700 1,496 8 311 a 
Sept. ..... | 6,500 4,300 1,806 340 as 
Oct....... | 7,200 4,900 1,683 173 855 1 
Nov....... | 8,100 5,300 1,703 115 | 112 
a. ss ms) 4,952 2,032 282 382 i 











average of 320 a day early in 1949 to 120 a day in the middle 
of the year ; production is now about 200 tractors a day, 
and is increasing. The Nuffield tractor, which was being 
tested on British farms in 1949, is now tooled up for produc- 
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tion at a rate of something over 100 a week, and this figure 
may be increased. The accompanying table shows the 
general trend of production and enports in the industry, 
Exports to the United States in theearly part of the year were 
the result largely of am arrangement made by Mr Harry 
Ferguson to sell British-built Ferguson tractors, with Ameri- 
can engines, through his dealers in the United States. [py 
this way he was able to supply his American market between 
the termination of his agreement with the Ford Motor Com- 
pany in America and the opening of his own factory in 
Detroit. 

Manufacturers are confident that home and export demand 
are between them sufficient to absorb the present rate of 
production of probably well over 9,000 tractors a month. 
Although the number of new tractors bought since the war 
might suggest that replacement demand at home will be low 
for some years, one manufacturer still believes that as many 
as 100,000 tractors are due for replacement. 


x * x 


Steel for 1950 Motor Programme 


The motor industry expects to produce about 450,000 
passenger cars in 1950 and has been assured by the Ministry 
of Supply that there will be sufficient sheet. xeel to meet 
this volume of production. If, as is generally assumed, half 
a ton of sheet goes into each car, the allocation for the first 
quarter of the year allows for a considerably higher annual 
rate. This first quarter’s allocation is some ten per cent 
higher than that for the last quarter of 1949 and is the only 
one yet fixed for 1950. 


Sheet supplies to the industry were augmented in 1949 
by the purchase of about §0,000 tons of slab from the United 
States for rolling in this country. All but 2,000 tons was 
delivered within the year, 13,000 tons within the last quarter. 
These imports appear to have been sufficient to enable the 
rolling mills to be fully employed. The British industry, 
however, has by now made new arrangements and can itself 
keep the rolling mills fully supplied with slab, and the pur- 
chases from the United States are now of motor body 
sheet itself, The imported sheet is about double the British 
price by the time it reaches this country. 


The Ministry intends that only 110,000 cars shall be 
allocated to the home market in 1950. The loose system of 
allocating 75 per cent of production for export was dropped 
some time ago in favour of arrangements between the indi- 
vidual producers and the Ministry, by which the home sales 
are fixed and the rest of production—whatever its volume— 
exported. The working of this system only proved once again 
the impossibility of fixing rigid quotas for the two markets. 
Out of the 410,000 or 415,000 cars produced in 1949, 
150,000 were sold on the home market and not 110,000 a3 
was originally intended. 


* * x 


Rhodesian Tobacco Talks 


The now customary annual talks between  reptc- 
sentatives of the Southern Rhodesia Tobacco Marketing 
Board and British tobacco manufacturers start in London 
next week. Two particular topics come up for discussion. 
The first is the system of co-ordinating export and import 
permits, a matter of administrative technique which has led 
to difficulties, though supplies of Rhodesian tobacco to 
Britain have not been affected by it. 


_ Rhodesian tobacco production has expanded remarkably 
since the war. The target for the current season has been 
set at 90 million Ib., though unofficial estimates put the crop 
as high as 95 million Ib. In 1948-49 the harvest yiclded 
82 million Ib. compared with 47 million Ib, in 1945-46 and 
27 million Ib. in 1937-38. Some of this expansion has been 
due to a larger acreage planted, but higher yields have also 
contributed. In 1947-48, for example, 673 Ib. of flue-cured 
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DIRECTORS’ REPORT 

The gross revenue amounted to £153,957, compared with 
£153,886 in 1948. After charging Debenture Interest, Income 
Tax, Directors’ Fees, Management and General Expenses, 
amounting to £80,891 the net profit is £73,066. Adding 
£137,388 brought forward, the total available for appropria- 
tion is £210,454 and a dividend of 6 per cent., free of tax, is 
recommended, which will absorb £60,828. It is further 
recommended that £10,409 be appropriated for writing down 
the book value of certain investments, leaving £139,217 to 
be carried forward. 

At market prices on December 3lst, 1949 (or where no 
market price existed at valuations by the Directors at that 
date amounting to £308,615), the Share and Debenture 
Holdings and British and Foreign Government Securities 
had an aggregate value of £3,230,232, as compared with 
their book value of £2,193,201. 

CHAIRMAN’S STATEMENT 

_ The net profit of £73,066 compares with £68,012 for 1948, 
an increase of £5,054. Full provision has been made in the 
Profit and Loss Account for Income Tax and Profits Tax in 
respect of all income to 31st December, 1949. Double 
taxation relief allowable to the Company, amounting to 
2s. 2d. in the £, has been taken into account in arriving at this 
provision. At the end of 1949, the value of the investments 
showed an indicated appreciation of £1,037,031 over book 
cost. Over 93 per cent. of the investments, including British 
Government Securities, taken at the valuations at December 
31st last, are situated in the United Kingdom, South Africa 
and other parts of the British Commonwealth. About 85 per 
cent. of the investments are in Ordinary stocks and shares 
and the balance in fixed-interest-bearing securities. 
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Virginia tobacco were harvested from each acre compared 
with 509 lb. before the war. Another feature has been the 
marked concentration on flue-cured Virginia at the expense of 
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Turkish type tobacco. Exports have increased with produc- 
tion and are now about three times their prewar size. 


Rhodesia intends to expand her output to 120 million lb. 
by 1953—an aim which on present showing could be more 
than comfortably met. But tobacco growers are not willing 
to increase production beyond this limit in subsequent years 
unless Britain undertakes to absorb about two-thirds of the 
surplus—a matter which will provide the second topic of 
discussion. Britain’s capacity to use more Rhodesian 
tobacco will depend in turn on how far American tobacco, 
and dollars to pay for it, are available in 1953, and at what 
prices. At the present time Rhodesian leaf is not much 
cheaper than American, despite its tariff preference. 


* * * 


Combating the Jute Shortage 


Jute has remained very firm since devaluation, and 
its price is still £120 a ton compared with slightly under 
{100 at the beginning of September. Bumper grain crops 
have strengthened the demand for jute sacks and the output 
of jute fabric is well below requirements. From the begin- 
ning of December, the Indian mills have been working 16 
hours more a month; production for that month reached 
82,000 tons compared with 69,000 tons in November. But 
twelve months earlier, production almost touched 100,000 
tons—a figure not likely to be regained unless India is 
prepared again to buy raw jute from Pakistan. Smuggling 
from Pakistan to India undoubtedly occurs, but in small 
quantities compared with India’s import needs, Much of the 
demand for Indian jute goods is coming from Argentina and 
other South American countries. 


Jute spinners in Dundee are well booked with orders and 
larger shipments of raw jute from Chittagong would allow 
them to expand their output if labour was available. The 
increase in the consolidated trading profit of Jute Industries 
from £754,863 to £864,986 in the year to September 30, 
1949, and the payment of a maiden dividend of § per cent 
on the ordinary capital is an indication of their prosperity 
in the period prior to devaluation. The suspension of 
shipments of narrow width hessians from Calcutta has caused 
an acute shortage of such goods in Britain. The allocation 
of wider hessians to linoleum and carpet manufacturers has 
been halved and jute weavers are to use the yarn thereby 
saved to make narrower cloth. This expedient would in due 
course restrict the output of both linoleum and carpets unless 
suitable substitutes for hessian can be found. 
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The Pakistan authorities are fully aware that the present 
shortage of raw jute may be detrimental to the jute industry 
by encouraging the development of substitutes. They are 
trying to increase the handling capacity of Chittagong, 
Pakistan’s only port in Eastern Bengal, and. already some 
results can be seen. Until October shipments from 
Chittagong averaged 45,000 bales a month, the same as g 
year earlier. But in November and December shipments 
are reported to have increased substantially. In February, 
1949, Chittagong exported over 180,000 bales of raw jute. 
This was an isolated example. But if this rate could be 
maintained, most of Pakistan’s current crop could be shipped 
this season and Pakistan would be able to maintain its present 
price despite the Indian boycott. 


* * nm 


Fisons’ Future 


The rapid expansion of output of fertilisers in this 
country since the war has been a natural corollary of Govern- 
ment assistance to agriculture, partly by way of subsidies on 
feeding-stuffs and fertilisers, but also through guaranteed 
er for agricultural products. At the same time the 
ertiliser industry has been fairly rigidly controlled. The 
chairman of Fisons, in his review accompanying the 1948-49 
accounts, is not unduly dismayed about the consequences 
for the group of the Government’s decisions to remove the 
subsidies on fertilisers and feeding-stuffs. For while a rise 
in the price of these materials to the farmer appears inevitable, 
the farmers have the Government’s assurance that such 
increases will be taken into consideration in the next price 
review of crops. Moreover, the removal of subsidies is 
welcomed as a first step towards decontrol of the industry. 


None the less Mr F, G. C. Fison admits the possibility that 
crop prices may not be raised sufficiently to avoid some reduc- 
tion in the funds available to farmers for buying fertilisers. At 
present, fertilisers represent approximately 6 per cent of a 
farmer’s total outlay. Mr Fison considers that the first 
impact of a cut in demand would fall on fertilisers imported 
from the continent. The principal continental suppliers of 
manufactured fertilisers in 1949 were the Netherlands and 
Belgium, who between them provided nearly £700,000 of 
superphosphate of lime. As this was only half the amount 
imported from these countries in 1948, the scope for 
economising on imports has been narrowed. 


Certainly, any reduction in demand for home-produced 
fertilisers might call in question the big extension to capacity 
at present being carried out by Fisons. The first instalment 
of capital to finance the scheme was raised in the form of 
2,219,278 {1 ordinary shares at 21s. a share last October ; 
a further issue of £3,000,000 unsecured loan stock is con- 
templated. It is somewhat disturbing to find that in the year 
to June 30, 1949, despite an expanding output and the con- 
tinuance of subsidies, the group’s profit en fertilisers was 
£163,000 lower than in 1947-48. Consolidated trading profit 
declined from £1,304,790 to {1,146,018 on the year. More- 
over, it is clear from the group balance sheet at June 30, 
1949, that an acute shortage of working capital remains, even 
after taking account of the funds from the new issue. Bank 
overdrafts amounting to {2,294,273 were incurred 10 
1948-49, while net current assets declined from £2,629,643 
to £372,674 on the year. This deterioration in the groups 
liquid resources has largely resulted from expenditure on the 
development scheme in anticipation of the receipt of funds 
from new issues. 


Finance and Taxation 
Big “ Above-Line ” Surplus 


The Exchequer returns after these past four weeks of 
heavy tax-gathering have greatly altered the picture presented 
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by the year-end returns, which were discussed in The. 


Economist of January 7th. For the first nine months of the 
current fiscal year there was an above-line deficit of £22 
million before provisions for sinking fund. Now, only four 
weeks later, there is instead an above-line surplus of £401 
million. It seems evident, therefore, that the original estimate 
of the budget surplus will be realised, even though the period 
of peak revenue inflow 1s now well advanced. For the full 
year the Chancellor expected the above-line surplus to fall 
by £383 million to £470 million; it has so far fallen by 
£229 million. This rather striking performance has been 
wholly attributable to the buoyancy of revenue, for expendi- 
ture has risen rapidly. For the fiscal year to date, outgoings 
“ above the line ” aggregate £2,625 million, or £206 million 
more than in the corresponding period of 1948-49 ; this 


increase already exceeds by {50 million that expected for the 
full year. 


Unfortunately, the buoyancy of the revenue has been very 
largely attributable to large receipts from special services. 
For the full year, above-line revenue was expected to fall by 
£229 million, and £196 million of this loss was expected to 
occur under three heads—receipts from surplus stores, 
trading services, and miscellaneous receipts. In the year to 
date, total revenue has fallen by only £23 million, while 
receipts from these special sources have dropped by only 
£47 million. In other words, at least three-quarters of the 
improvement is due to non-recurring or special credits. A 
large part of the remainder arises from the unexpectedly 
large yield of profits tax and EPT, and thus reflects the yield 
arising from trading periods in which profits were still being 
expanded under the influence of inflation. It is noteworthy 
that surtax, which is also assessed in arrear, already shows a 
gain of £14 million, or twice the amount envisaged last April. 
On the other hand, income tax has so far risen by only £59 


million, or by less than half the expansion expected for the 
full year. 


Expenditure “ below-the-line,” at about £464 million net, 
has already exceeded the year’s estimate ({456 million), 
but this deterioration is mainly due to the abnormally heavy 
demands which have been made upon the Public Works Loan 
Board since the disparity between its lending rates and those 
current in the market first became pronounced. To judge 
from the returns of recent weeks, this abnormal pressure has 
been checked by the screening process recently imposed by 
Mr Bevan. In consequence, there now seems a good chance 
that the year will close with an “overall” surplus ; at the 
moment the overall deficit stands at about £63 million. 

* * x 


Bank Credit for Jugoslavia 


The bank credit of £2,500,000, placed by the Midland 
Bank at the disposal of the Jugoslav National Bank, should 
prove of substantial assistance in ensuring a smooth flow for 
the greatly increased volume of exports from Britain and the 
sterling area envisaged under the recent Anglo-Jugoslav trade 
agreement. The facilities are granted in the form of a docu- 
mentary sight credit, each credit line to run for six months. 
The final advance is repayable by June 30, 1951. The credit 
should thus be turned over at least three times and finance 
not less than £7,500,000 of sterling exports. The Export 
Credits Guarantee Department has underwritten the credit 
as to 90 per cent, the maximum risk ratio the ECGD will 
ever assume. The risk element in the remaining ten per 
cent has been eliminated by requiring the Jugoslav National 
Bank to put up this portion in sterling. 

The Jugoslav credit is the second credit of this sort to be 
secured by the Midland Bank in competition with the accept- 
ing houses—and other joint stock banks—in recent months. 
A short time ago the bank undertook to provide the present 
credit facilities enjoyed by Poland, although negotiations for 
the renewal of this credit with the syndicate of accepting 
houses, who were then handling it, had reached an advanced 
stage. But Poland then, as Jugoslavia now, evidently found 
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the terms offered by the Midland Bank slightly more attrac 
tive than those eventually offered by the syndicates con. 
cerned ; in both cases, therefore, the bank emerged as the 
successful competitor in what is becoming an increasingly 
competitive field. 


* * * 


Depreciation and Trading Profits 


The further sittings of the Tucker Committee this week 
have considered the present basis of depreciation allowances 
—perhaps the most difficult and controversial part of their 
inquiry. Because businesses have often dealt somewhat 
arbitrarily with depreciation in their accounts, the system o/ 
tax allowances is laid down, in general terms, by statute. In 
recent ‘years the long-standing discrimination in favour of 
manufacturers has been greatly increased. The Income Tax 
Act, 1945, which granted increased allowances, by no means 
disposed of all anomolies, and these, together with the 
discrimination against the “ non-industrial” concern, have 
been explored very fully. 


Had there been no great rise in the price level, the present 
system of depreciation allowances would undoubtedly have 
left most manufacturing concerns paying tax on something 
less than their true profits in some years, whilst distributors, 
property-owning concerns and many others would have paid 
on something more than true profits. Representatives of the 
latter classes put their case for building allowances ; for 
instance, Viscount Buckmaster stated the property-owners’ 
viewpoint, whilst the Hotels and Restaurants Association 
urged that hotels, as important dollar earners, should have 
such allowances. It may prove something of an embarrass- 
ment to the Committee to deal with what are clearly matters 
of economic policy rather than of profit measurement ; but it 
is useful that anomolies should receive attention. The view 
was strongly pressed by many witnesses that all expenditure 
on assets with a finite life ought to be allowed over the life 
against the resulting revenue, whatever the nature of the 
business. Proposals affecting initial allowances varied from 
those for extension to wider fields, for speeding up the date 
of relief, for increases in rates, and for abolition in the 
interests of simplicity. 


Special instances abounded, including the inadequacy ol 
allowances to owners of dry docks, cemeteries and crematoria. 
These somewhat obscured the major question of principle 
about depreciation, whether the allowances should be 
adjusted to meet increased replacement cost. The FBI 
proposed a doubling of the annual allowances on assets 
acquired before 1940. In advocating this simple procedure, 
Mr Frank Bower justified it as reflecting the need to maintain 
capital in terms of physical assets. The Chamber of 
Shipping, on the other hand, opposed the idea of making 
continuing adjustments as they felt that shipbuilding costs 
might fall and allowances on original cost might later be 
more beneficial to owners. Professor W. T. Baxter put 4 
well-reasoned case for adjustment to reflect current prices, 


and disagreed with earlier views about the practical 
difficulties, 


Members of the Committee seemed uneasy about radical 
changes on the ground that not all firms have detailed plant 
records. It is to be hoped that when consideration of this 
subject is concluded at the next sitting on March 6th there 
will be support for the view that profit is the value of the 
fruit of a given collection of assets and does not include 
the increase in the money equivalent of that collection o 
assets arising through a fall in the value of money. 


Pensions for Self-Employed 


The Attorney-General’s promise that the new Parlia- 
ment will consider whether taxation reliefs can be granted 
on payments made by self-employed persons to secuf 
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pensions is more than mere election talk. Professional men, 
the controlling directors of private companies, independent 
shopkeepers and others who are outside the scope of approved 
superannuation schemes are increasingly complaining of their 
present disadvantage compared with employed persons. An 
employee is in effect remunerated in two parts, if his 
employer runs an approved pension scheme—by an immediate 
salary and by a deferred pension. Such an arrangement 
brings considerable taxation benefit to persons in the middle 
and upper income brackets. The aggregate income of a 
working life is spread over both the years of labour and 
the years of retirement and earned income relief is granted 
during the whole period ; by averaging his income over a 
longer period, the employee pays lower rates of surtax ; 
and if it is a contributory scheme he gets tax relief on his 
contributions. A self-employed person, on the other hand, 
is taxed as and when his earnings arise, and he gets no earned 
income relief on his income from savings or from an annuity. 
A professional man, who starts earning comparatively late 
in life and who, if successful, may expect to enjoy a short 
period of high rewards in the later years of his career, thus 
suffers a particular disadvantage. 


It was once reasonable for the self-employed to expect to 
accumulate sufficient capital during their working life to 
provide income for their retirement. A man who builds 
up a business which can be sold with a high goodwill value 
may still be able to do so. But the best that the majority 
can hope for is to save enough capital to buy a reasonable 
life annuity. That such an annuity should be taxed in full, 
without relief for the repayment of the capital content, has 
long been a grievance. But as Mr John Senter showed in 
a recent paper on the taxation of annuities to the Insurance 
Institute, the law, if perverse, is clear and deeply entrenched: 
a capital sum is surrendered ; in exchange a source of income 
is acquired ; and the whole source is subject to taxation. 


Relief may appropriately be sought, not by attacking the 
taxability of annuities, but by securing the admissibility of 
their cost as a deduction in computing income. This may 
be in Sir Hartley’s mind, and in an address, last November ai 
the annual conference of the Association of Superannuation 
and Pension Funds, Mr Frank Bower supported this 
approach. There was, he felt, no technical difficulty. 

There is nothing unreasonable in a suggestion that self- 
employed persons and non-employed persons should be able 
to contract with assurance businesses for a non-assignable 
and non-commutable deferred annuity for life commencing 
at a given retiring age above 60 years, and have the premiums 
allowed to be deducted from their total income for tax 
purposes up to a sum equal to one-sixth of their total income 
for the year. 


The Institute of Chartered Accountants and the Law Society 
broached this problem with the Chancellor in 1948 and Sir 
Hartley’s statement no doubt follows discussions arising 
from this initiative. The professional bodies and other 
organisations may have a further opportunity of pressing 
their case by bringing it before the Tucker Committee on 
the Taxation of Trading Profits. 


* * * 


Wages and Prices in 1949 


A superficial examination of the figures of average rates 
of wages in 1949, published in the Ministry of Labour 
Gazette, would suggest that the impetus towards higher 
wages is dying away. This impression may not prove justi- 
hed. The White Paper policy on personal incomes may have 
held up wage increases temporarily—for a year or two, 
perhaps, or even merely for a matter of months. In some 
industries it has induced the unions to think twice before 
Pressing a claim; in others, and particularly in the 
nationalised industries, it has stiffened the employer’s resis- 
tance. But how long will this last ?. Unsatisfied wage claims 
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are piling up, and there have lately been plain indications 
that the faith of some trade unions in the policy of restraint 
1s wearing thin. 


The figures, however, are striking. Average weekly rates 
of wages rose in 1946 by 8 per cent, in 1947 by § per cent, 
in 1948 by 4 per cent; last year the rise was only between 
15 and 2 per cent. The index of weekly rates of wages stood 
at 109 at the end of December (June, 1947=100) ; at the 
end of 1948 it had been 107. Some §,200,000 workers 
shared in the total increase of £1,073,000 a week in wage 
rates in 1949. Many important industries had no increases 
in 1949; they included coal mining, engineering, and 
(except for certain rural workers) the railways. About three- 
fifths of the total increase went to workers in agriculture, 
textile manufacture, building and contracting, transport and 
communications, and the distributive trades. 


The index of retail prices rose more sharply—from 109 
to 113 (June, 1947= 100). Food was by far the largest con- 
tributor ‘to this movement. The food index rose from 108 
to 120, in two main steps: in May as a consequence of the 
Budget policy of restricting food subsidies, and in the autumn 
with the advance in the price of bread which followed 
devaluation. Clothing rose by three points between January 
and July, and the reductions in traders’ permitted margins 
for utility goods brought it down again by two points ; but 
the index for clothing still finished the year at 117, a point 
higher than in January. 


_ Unemployment remained low and showed little fluctua- 
tion ; 330,000 workers were registered as unemployed at the 
beginning of December. This is a rate of only 1.7 per cent, 
and shows no important difference from the figure (327,000) 
of twelve months before. The working population increased 
further, and the numbers in civil employment rose by 230,000 
from November to November ; this is attributed to “ the 
further running down of the Forces, and the continued 
tendency for more women to enter or stay in employment.” 


Shorter Notes 


Although the recorded decline in net bank deposits during 
a January of record tax gathering amounted to just 
over {70 million (against £54.5 million in January, 1949), 
the figures in the latest monthly statement of the clearing 
banks are not as reassuring as might at first sight appear. 
The decline in net deposits is still £30 million less than in 
January 1948 ; secondly the figure given for net deposits in 
December was itself distorted by year-end factors. Com- 
parison between the November and the January figures 
show. that net deposits have risen by {27.7 million in the 
last two months, whereas the rise was only £2,900,000 in 
the same period a year earlier; the greater part of this 
divergence is explained by a rise of £5§2.5 million in advances 
over the two months against a rise of £30.3 million between 
November, 1948 and January, 1949. 


* 


The B.B.C. have ordered two television transmitters from 
Electrical and Musical Industries, Ltd., for the television 
stations planned for Scotland and the Bristol Channel area. 
The vision transmitters will be much more powerful than the 
one in use now at Sutton Coldfield, which is itself.the most 
powerful transmitter yet built. It is rated at 35 kilowatts, 
the same as the transmitter waiting to be installed in the Holm 
Moss station which comes into service next year. The two 
new transmitters will each be of §0 kilowatts. This greater 
power does not necessarily mean that the range of reception 
will be increased, but the signals received will be stronger, 
and therefore reception within the range will be more reliable. 


Wi nde idee Bia tat 
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COMPANY MEETINGS 


PEST CONTROL, LIMITED 


’ TEN YEARS OF PROGRESS 
SIR GUY MARSHALL ON FINANCE FOR EXPANSION 


The first annual general meeting of Pest 
Control, Limited, was held on February Ist 
at the head office, Bourn, Cambridge. 

Sir Guy Marshall, K.C.M.G., D.Sc., F.R.S. 

’ (chairman), presided. 

The following is an extract from his circu- 
lated statement: — 

We have now completed cur first 10 years 
of business, which began in April, 1939, with 
a nominal capital of £2,500 That appreciable 
progress has been made is shown by the con- 
siderable expansion in the profit figures given 
below, which, with the exception of the 1949 
figure, are the adjusted profits as published in 
the company’s advertisement when applica- 
tion was made to the Stock Exchange for 
permission to deal. The 1949 figure is the 
profit shown in the accounts to September 
20th, 1949. 


Loss 

Year ended April 13, 1940 Es £705 

April 14, 1940, to September 13, Profit 

1940 .. te sat ne £715 
September 14, 1940, to Septem- 

ber 30, 1941 ist é. £1,016 

Year ended September 30, 1942 4,513 

» +s - » 1943 7,163 

9 , % » 1944 4,157 

” ” » ” 1945 4,721 

” ” . . 1946 10,023 

‘gas * e 1947 23,032 

; se 3 » 1948 52,027 

» » ” 3 1949 100,045 


Calculated on the same basis as the above- 
mentioned group profit of £100,045, the 
comparable fieure for 1948 would have been 
£52,829. 

A large number of spraying machines and 
moter vehicles have been produced both for 
home use and export. 

Other appliances cover a wide range to suit 
the requirements of the large and small 
farmer, both in this country and abroad, as 
well as those of the. smallholder, amateur 
gardener and household and native growers 
in overseas territories. 


AERONAUTICAL DEPARTMENT 


We have, during the year, gained a great 
deal of further knowledge and experience in 
nelicopter spraying. In April we took 
delivery of two new British-made Westland 
Sikorsky helicopters, which were fitted, in the 
aeronautical workshops, with a new type of 
spraying gear, Spraycopter Mark II. This 
has since proved successful, and the company 
has carried out the spraying of various types 
of crops which hitherto had not been sprayed 
from the air in this country. 

In the Sudan, one helicopter of American 
origin wat successfully operated for the 
spraying of cotton by our subsidiary, Pest 
Control (Sudan) Limited, since when heli- 
copter spraying by night has been attempted 
for the first time and proved to be possible. 

During the year the production of chemicals 
for home use and export has continued *» 
expand. 

In out pest control research station 
work has ccntinued urder our biological 
research manager, Dr R. M. Greenslade, on 
the development of new selective weedkillers 
and systemic msecticides. The latter have 
proved a valuable new weapon in our fight 
against pests. 

In response to an increasing demand for 
help in the solution of pest problems over- 
seas we have extended our overseas research 
services, 


IMPORTANT CONTRACTS 


Several important contracts for research 
services have been undertaken for Govern- 


ment depaitments or growers’ associations. 
These include the following :— 

(i) A contract with the Colonial Office, 
under which we shall test our propo 
method for the prevention of swollen shoot 
disease of cocoa in the Gold Coast, using 
systemic insecticides. 

(ii) A contract with the Tanganyika Sisal 
Board for the investigation of methods to 
control the sisal weevil. Preliminary ex- 
periments carried out have already shown 
that we have effective chemicals to deal with 
this pest. 

Gii) A contract with important tea plant- 
ing interests in Assam, to evolve a method o1 
control of orange mite on tea, furthermore, 
as regards tea plantations, Dr Greenslade 
has just returned from touring both Ceylon 
and South India to study possible means of 
preventing the disease known as blister blight, 
which is becoming more and more serious. 

United Kingdom and Europe.—Although 
this year we sprayed 25 per cent. more 
im acreage than last year, there is every 
indication that the demand for spraying is 
far from being satisfied, and will, therefore, 
keep the company fully employed throughout 
next season. 

In July we fulfilled our first contract for 
spraying on the Continent, when, at the 
invitation of the International Committee for 
the Control] of the Colorado Beetle, we sent 
two helicopters to spray potato fields in 
Normandy. In all, 5,155 acres were sprayed, 
and results were entirely successful. 

_ In the year under review our subsidiaries 
in Africa, other than in the Sudan, had not 
reached a stage of full commercial develop- 
ment, but we can now look for increased 
profits from these sources. 

CHAIRMAN’S ADDITIONAL REMARKS 

ne the meeting, the Chairman 
said : 

The directors have completed their negotia- 
tions for the provision of the necessary new 
finance subject to the consent of the Treasury. 
Application has been made to the Capital 
Issues Committee, and it is hoped that the 
consent will not be long delayed. 

The company is to create £500,000 Seven- 
year 5 per cent. Secured Stock, 1953-57, of 
which £300,000 is to be issued for cash at par. 
The balance of £200,000 of stock will be 
available for deposit as collateral security with 
bankers to secure banking facilities. 

In addition, 800,000 ordinary shares of 5s. 
each are to be made available for subscription 
by holders of the existing ordinary shares at 
7s. 6d. per share, in the proportion of four 
new shares for every seven existing shares. 

The issue of both secured stock and 
ordinary shares has been underwritten by 
Hambros Bank, Limited. ; 

We have felt it desirable that an oppor- 
tunity should be given on this occasion to the 
employees of this company and Pest Control 
(United Kingdom), Limited, to subscribe for 
ordinary shares and thus acquire an interest 
in the business. Each employee will be 
entitled to subscribe not less than four of 
the new ordinary shares at 7s. 6d. per share, 
and we are making arrangements under which 
a proportion of the subscription monies can 
be advanced to employees on loan in 
approved cases, repayable by instalments 
“ewe man. 

report and accounts were adopted 

the other formal business duly ramen . 

At a subsequent extraordinary general 
meeting a resolution was passed increasing 
the capital of the company to £1,250,000 by 
~ See of 1,000,000 ordinary shares of 

s. each. 
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THE UNION BANK OF 
AUSTRALIA, LIMITED 
FURTHER CONSIDERABLE EXPANSION 


The one hundred and twelfth annua! 
general meeting of The Union Bank of 
Australia Limited was held in London on 
January 27th. 

Mr Hugh D. Flower, the chairman, jn 
the course of his speech, said: — 

I should like first to give expression to 
the relief and satisfaction felt by your 
directors at the removal of the threat of 
nationalisation. We may now look forward 
to being allowed to mind our busines; 
without undue interference and to continye 
its development in the general interests of 
the community. 

The total of the balance sheet shows 4 
further considerable increase and we have 
continued to maintain a thoroughly liquid 
position. There has been a further con- 
siderable expansion in our business which 
is reflected in the figure of gross profit as 
shown in the profit and loss account. This 
figure, at £2,121,343, shows an increase of 
some £344,000 over the previous year, an 
increase which is largely counteracted by the 
increase in expenses and taxes on the other 
side of the account. The result of the year’: 
operations is a net profit of £255,066, after 
providing for taxes 

Prices of Australia’s primary products 
were appreciably higher in 1949 than in the 


previous year and total production js 
probably worth three times its prewar 
value. In volume, however, it is only 


slightly above the prewar figure. 

Our business in New Zealand during the 
past year has continued its activity and ex- 
pansion under conditions which have been 
generally favourable. The appreciation of 
the currency in relation to sterling, which 
was effected in August, 1948, does not appear 
to have had any serious repercussions 

The report was unanimously adopted. 





RADIO RENTALS, LIMITED 


RECORD RESULTS 


The thirteenth annual general meeting of 
Radio Rentals, Limited, was held in London 
on January 30th. 

Mr H. F. Hunt, the chairman, in the course 
of his speech, said: This is the first year since 
the beginning of the war that we have been 
able to make or buy as many instruments 4s 
we wished, and for that reason we can con- 
sider it as the first full year of the postwar 
competitive radio market for which we 
planned. 

Our trading profit and depreciation 
charge have both increased by approxi- 
mately 50 per cent., which is an indication o! 
the year’s expansion of business. The ne! 
profit of £138,654 is after providing for a! 
expenditure including costs of development. 
In our business millions of small transaction‘ 
have to be handled and in order to preserve 
the very small profit in each the most efficient 
forms of mechanised accountancy must be 
used. The main increase of expenditure 5 
one cf approximately 22 per cent. for wages: 
incentive bonuses increased by some 50 per 
cent. 

The profits tax has increased from £18,00" 
to £23,000 and at this figure is more than 
the net dividends payable to all sharcholde:' 

This year’s accounts are not materia’ 
affected by television but we now have sever?’ 
thousands of sets on rental and the demand 
for this service continues to be very heav! 
The past year has also seen a maior extensioo 
of our activities in the radio field and we af 
now operating in Glasgow, Belfast and New- 
castle. Plans for the continued expansion o! 
your company’s business are progressifé 
favourably, which leads me to believe tht 
I shall be able to present to you another sat! 
factory picture in 12 months’ time. 

The report was adopted. 
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MICHAEL NAIRN AND 
GREENWICH 


GREATER TURNOVER 


The twenty-eighth annual general meetin 
of Michael Nairn and Greenwich, f ichiseds 
was held on January 27th at Kirkcaldy. 

Sir Michael Nairn, Bt. (the chairman) said 
that they would observe in the net profit 
attributable to their group of companies a 
contraction of some £60,000 compared with 
the 1948 results. Although production and 
turnover had been appreciably greater, the 
advantages arising therefrom had been more 
than offset by the higher average cost of 
materials and by a reduction in their selling 
prices which was made in line with their 
policy to keep prices at a minimum, From 
the balance available to the holding company 
for disposal, £249,157, the board were again 
able to recommend the payment of a final 
dividend of 114 per cent. which made a total 
dividend of 15 cent. for the year ended 
September 30, 1949. 

The board considered the results achieved 
by the operating companies during another 
difficult year to be satisfactory in view of the 
obstacles in the way of greater production 
imposed upon the industry through the 
operation of Government controls and re- 
strictions on private enterprise. During the 


past year there had been no noticeable easing 

those controls and until that occurred they 
would continue to be handicapped severely 
in their efforts to overtake the accumulated 
arrears of trade at home and overseas. 

Despite the embargoes which various 
countries had placed on the import of their 
goods during the past year, their exports had 
continued to expand. A gteater measure of 
freedom from bureaucratic control would 
enable them to improve upon their perform- 
ance. It was in a spirit of restrained optimism 
that they viewed the prospects for the year 
ahead. 

The report was adopted. 


RIM (MALACCA) RUBBER 
ESTATES, LIMITED 


DIVIDEND OF 5 PER CENT. 


The thirty-ninth annual general meeting 
of Rim (Malacca) Rubber Estates Limited 
was held on January 31s: in London. 

Mr E. G. Estall (the chairman) presided 
and in the course of his speech said: —The 
crop of rubber harvested for the veer under 
review was 2,455,000 lb. being 110,000 Ib. 
short of the estimate, mainly due to tapping 
being affected on Mentri by floods in 
November, 1948, and by general labour 
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unrest there at the commencement of the 
emergency period. Irrespective of this, the 
output was some 268,000 Ib. bigher than the 
previous year 

For the year’ covered by the accounts the 
gross selling price, all grades, was 10.11d. per 
Ib., compared with 11.50d. for the previous 
year, whereas, due to the general upward 
trend of labour rates and prices of materials, 
the costs of production increased by 33d. 
per lb. 

The 40 acres of Rim Estate replanted 
during the year started badly owing to severe 
drought, but are now reported to be coming 
along well. The 112 acres of jungle planting 
on Mentri referred to last year are also pro- 
gressing favourably. Provision has been made 
in the estimates for the current vear for 
further rep.anting comprising 117 acres of 
Rim Estate and 43 acres of Mentri. The 
latter work is in progress,.whereas the former 
has been completed already. and authority has 
now been given to commence on the area 
scheduled previously for 1950-51 a further 
217 acres. 

Forward sales for delivery during January- 
December, 1950, have been entered into. To 
date we have sold 360 tons at an average 
price of approximately 134d. per Ib. c.i.f. 

The report was unanimous?y adopted and 
a dividend of 5 per cent. was declared. 





NOTICES 


UNIVERSITY OF LONDON 





HIS MAJESTY’S COLONIAL SERVICE 


Applications are invited for the post of Agricultural Economist 
in the Department of Agriculture, Federation of Malaya, The 
officer selected will be responsible for all economic investigations 
and enquiries, for the editing of the Malayan Agricultural Journal, 
and other vernacular agricultural journals, and for the supervision 
of the departmental library, The post is permanent and pensionable 
after three years’ probation. The salary scale is from $460 to $900 a 
month (£644 a year to £1,260 a year current sterling equivalent at 
one Malayan dollar to 2s. 4d.). In addition there is a pensionable 
expatriation allowance ranging between $90 and $165 a month (£126 
and £231 a year) according to salary, and a cost of living allowance 
of 50 per cent. of substantive salary is payable, subject to the 
following maxima: 

(a) Single officers—$150 a month (£210 a year). 

(b) Marrted officers without dependent children—$300 a month 
(£420 a year). 

(c) Married officers, or widowers, with one or more dependent 
children—$375 a month (£525 a year). 

Government quarters, and heavy furniture, if available, are pro- 
vided at rentals ranging from $17.50-$66 a month. Free first-class 
passages are provided for officer, his wife, and children under 10 
vears (not exceeding 5 persons in all) to and from Malaya, and 
once during each tour of service. Medical treatment is free for 
officer, his wife and children whilst in Malaya, but a charge is 
made for maintenance, should it be necessary for them to enter 
hospital, Applicants for pensionable employment must be 40 years 
of age, or under, but older applicants with particularly suitable 
qualifications may be considered for appointment on a contract 
basis. Age, experience and war service will be taken into account 
when determining point of entry to the salary scale. Qualifications 
required are a university honours degree, preferably B.Se. (con.) 
plus training in agricultural economics. Experience of, or training 
in agricultural, or similar surveys is desirable. 

Application forms may be obtained by writing to the Director of 
Recruitment, Colonial Office, Sanctuary Buildings, Great Smith 
Street, London, S.W.1. 


BRADFORD EDUCATION COMMITTEE | 
TECHNICAL COLLEGE, BRADFORD 


Applications are invited for appointment as SENIOR ASSISTANT 
in the College, to give nea assistance to the Principal, and to 
participate in the teaching of INDUSTRIAL ADMINISTRATION 
AND MANAGEMENT. 

The salary, including allowances, may range from £700 to £905 per 
annum, according to the Burnham Scale. ae 

Further particulars of the appointment and forms of application 
may be obtained from the Director of Education, Town Hall, Brad- 
ford, and completed forms should be returned to the Principal of 
the College within two weeks from the date of publication of this 


advertisement. 
A. SPALDING, Director of Education. 
January, 1950. 


COUNTY BOROUGH OF SOUTHEND-ON-SEA 
EDUCATION COMMITTEE 


MUNICIPAL COLLEGE 


Principal: R. W. WILSON, B.Sc. (Eng.), A.C.G.1., Whit. Seh., 
D.1.C., A.M.1.E.E. 


DEPARTMENT OF COMMERCE 


«Applications are invited for the st of Lecturer for Commercial 
Subjects. De and/or profeas onal qualification essential and 
usiness experience desirable. 

Salary in accordance with the Burnham Technical Scale. Forms 
of application and further particulars may be obtained from the 
prdersigned and completed applications should be returned to the 
rmeipal Municipal College within two weeks of the appearance of 
this advertisement. 


H. BOYES WATSON, M.C., M.A., Chief Education Officer. 
Education Office, Warrior Square. 








LEON FELLOWSHIP 


Applications are invited for the Leon Fellowship for Research 
(preferably in the fields of Economics or Education) for the Session 
1950-51. The Fellowship is of the value of not less than £500 a 
year, and is tenabie in the first instance for one year. It is not 
essential that candidates should be members of a University. 
. Selected candidates will be required to attend for interview. Further 
particulars should be obtained from the Academic Registrar, Univer- 
Sity of London, Senate House, London, W.C.1, and applications for 
the Fellowship must be received not later than April 1, 1950. 


UNIVERSITY OF LONDON 
The Senate invite applications for the Readership in Economics 
tenable at the London School of Economics and Political Science 
(salary £1050-£1250-£1450). Applications (10 copies) must be received 
not later than February 25, 1950, by the Academic Registrar, 
University of London, Senate House, W.C.1, from whom further 
particulars should be obtained. 


BEDFORD COLLEGE FOR WOMEN 
(University of London) 
REGENT'S PARK, N.W.1. 


‘The Council of Bedford College invites applications for the post 
of Senior Research Worker to plan and direct a field study of 
occupational mobility, vacant as from April 20th, 1950 and open 
to men and women equally. Salary in the range £600-£850 per 
annum plus child allowances. Candidates must have experience in 
Social Research. Last day for receiving applications March &th, 
1950. Further particulars from the Secretary. 


- 


eneeoeneneeeemnet 


MINISTRY OF LABOUR AND NATIONAL SERVICE 


Applications are invited from men and women for appoiuiment as 
Personnel Management Adviser in the Bristol area. Candidates must 
have had extensive experience as Personnel Officers (whole time) in 
industrial undertakings. They should be able to advise firms on 
matters of personnel policy, on the organisation of personnel depart- 
ments and the technique of personnel management. In particular, 
knowledge of modern employment and training methods, joint con- 
sultative procedure and industrial welfare is essential. A degree in 
sociology, economics or some cognate subjects, or a social science 
diploma is desirable. Salary ranges for this post are: — 

£855 x £25—£1,024 (Men) 

£710 x £25—£880 (Women) 

The post does not at present carry any claim to pension. 

Written applications, giving date of birth, education, full details 
of qualifications and experience (including a list in chronological 
order of posts held), together with present salary, should be 
addressed to BD.6, London Appointments Office, Ministry of Labour 
and National Service, 1-6 Tavistock Square, London, W.C.1, to be 
received not later than 14 days after appearance of advertisement. In 
no cireumstances should original testimonials be forwarded. Only 
candidates selected for interview will be advised. 
SHRIDGE.—Course 3. February 10th-13th. The Welfare State. 
44% The Individual and the Welfare State; The Citizen and the 
Health Services; Children: A National Responsibility; The Social 
Services and the National Economy. Lecturers include Sir John 
Charles. Mrs. M. McIntoch. Inclusive Fee: £3 10s, 

Course 4. February 17th-20th. The Cinema as an Aspect of 
National Life. The Film Actor and his Work: The Structure of the 
Film Industry; The Art of the Screen; Purpose and Values. 
Lecturers include Roger Manvell, Ernest Lindgren. Miss E. Arnot 
Robertson. Inclusive Fee: £3 10s. 

Applications to Secretary, Ashridge, Berkhamsted, Herts. Tel.: 
Little Gaddesden 3191. 


HE CHARTERED INSTITUTE OF SECRETARIES.—Directors 

requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate 
with the we of the Institute, 16, George Street, Mansion 
House, F.C.4 
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Investment Statistics 


Company Notes 


R. A. Lister.—Including exceptional items 
£68,335 (£37,351) group net profit increased 
from £240,754 to £299,122 in the year ended 
September 30, 1949. A final dividend of 
64 per cent is recommended on the increased 
ordinary capital. 


Tecalemit.—Net profit for the year to 
July 31, 1949, amounted to £134,263 
(£139,254). A final dividend of 7 per cent 
is recommended on the enlarged ordinary 
capital 


Herron (G. R.).—Trading profit increased 
from £155,478 to £240,041 and net profit 
from £121,523 to £197,037 in the year to 
October 31, 1949. A final dividend of 9 per 
cent. is recommended, making a total of 15 


June 30, 1949, amounted to £372,674 
(£2,629,643) and fixed assets after deprecia- 
tion to £6,156,913 (£4,216,317). 


Carreras.—Trading profit of the group 
increased from £2,520,584 to £2,749,891 and 
total profit from £2,700,900 to £2,918,603 in 
the year to October 31, 1949. Net current 
assets were £8,302,235 (£8,016,873) and fixed 
assets £1,748,340 (£1,620,215) at the year- 
end ; group stocks were valued at £9,282,597 
(£9,089,626). 


Liebig’s Extract of Meat.—Group profit, 
including £118,302 (£138,000) not attribut- 
able to the year’s trading, amounted to 
£1,008,808 (£1,171,751) in the year to 
August 31, 1949. Consolidated net profit was 
£385,742 (£524,381). A final dividend of 
7s. per £5 stock unit is r ed, mak- 
ing a total of 9s. for the year (same). 


Campbell Praed.—Application has beer, 
made for permission to deal in the share 
capital of £300,000 in £100,000 5 per cen 
cumulative £1 preference shares and 
£200,000 in £1 ordinary shares. Loan 
capital of £100,000 in 4 per cent perpetual 
first mortgage debenture stock is already 
quoted. Aggregate profits subject to al! 
taxation for years ended September 30h: 
1940, £27,202; 1948, £100,693; "1949, 
£71,387. Combined assets as at Septem- 
ber 30, 1949: Fixed assets, £805,718 ; tots! 
current assets, £286,844 ; net current assets, 
£123,422. 


Pest Control.—Application has been 
made to the C.I.C. for the issue at par of 
£300,000 5 per cent secured stock, 1953-57, 
with a further £200,000 available to cover 
banking facilities. Shareholders are to b: 
offered 800,000 5s. ordinary shares at 7s. 6d 





per cent. for the year. 


J. F. and 4H. Roberts.—Consolidated 
trading profit increased from £205,507 to 
£315,842 in the year ended November 30, 
1949. Net profit is given at £150,211 
(£85,818). The dividend and bonus for 


per share in the proportion of four new 
shares for every seven shares held. 


Blinkpoort Goid.—Sharcholders are to b: 
offered 500,000 5s. ordinary shares at 27s, 64, 


Southern Rhodesia Government.—L ists ord pec — eee held, BEN new stare 


the year total 174 per cent. Net current opened and closed on February 3rd for the . 
assets were £549,443 (£442,113) at the year- issue at £98 per cent of £6,000,000 Govern- 
end. ment of Southern Rhodesia 35 per cent 


Gutiam Timeeen..Cammiaal aia. sits docit 
profit amounted to £588,695 (£577,216) for Belfast City.—Conversion lists 
the year to December 31, 1949. Net profit 
was {£283,043 (£257,670). Net current assets 


Capital Issues 


New Issue Prices 
remain 
open until February 10th and cash lists) ~ UU Y Fosse} Price, 
opened and closed on February 2nd for the Issue | Price | = Feb. 1, 


anne from £1,085,388 to £1,054,982 on pane of sare 34 per cent. a 0a SI Ot ea ek ee ae 1950 
the year. stock, 1964-66, at par by the Belfast City : , 
: : and District Water Commissioners. Holders eee riehed Fas eens sack 277° ota 
Henlys.—Net group profit declined from of £500,000 5 per cent redeemable stock, Burgess & Ledwood, 10/-...... 21/3* = 20/9—-21/3 
£124,573 to £114,536 in the year to August 1950-60, are offered the new stock by way 0%, Pref........... ads 22/3* | 21/9~22/3 
31, 1949. Net current assets at the year-end of conversion Cael tt Sidings), B/- a om Sac 
were £439,574 (£420,685). Collins (Holdinesy’ Ord.rcccllc] aye | 21/9289 
: : s Dekhari Tea.—Shareholders are offered Do. 5% Pref..........-...| 24/0 22/3~22/9 
Fisons.—Consolidated trading profit de- £50,000 of 6 per cent cumulative redeemable Fishet, Pee o-oo se ee sees | 4/0 4/6—-4/9 
clined from £1,304,790 to £1,146,018 in the Convertible debenture stock, 1960-65, at £99 Lae Leal nal ee Cae adie. 
year ending June 30, 1949. Group net profit per cent in the proportion of £1 of stock for Mid. Bright Steel ......... Lp ajo | 3/9-4/5 
amounted to £222,639 (£223,167). A total every two {1 shares Pinchin Johnson. ............-) 26/0 | 36/4)—36/10 
dividend of 12 per cent for the year is recom- Px E Radio Rentals, 5/- ............ 10/0 |; 24/6—25/5 
mended on the £2,219,278 old stock and a Pickering and West.—An issue of —— ae Rees sce sora 20 te 
final dividend of 2} per cent on the £150,000 5 per cent first debenture stock, Wallis Tin, Pref.......+..+..s-| 40/0 | 10/6—21/0 
£2,219,278 new stock allotted on October 6, 1970, and £75,000 6 per cent preference — 
1949. Consolidated net current assets at shares has been placed privately at par. * Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 


: Notes on the following company 
reports appear in the Supplement: Fisons ; Carreras; R. A, Lister. a r 




















re i Price, | Price Yield i Yield, | Prices, Last T i Yield 
Year 1950 =| : , ee Ss » | sien, Year 1950 ast Two i p Price, rie 
: i Name of Security | Jan, 25,| Feb. 1) Feb.1, | Feb. 1 . | Dividends i i} . 
Jan. 1 to Feb. 1 ’ ' » 1 * TJan. 1 to Feb. 1) viden Name of Security | Jan, 25, Feb. 1, | Feb. 1 
“High | Low | seers . a Some and | 1950 1950 1950 














High | Low | (@ 













































q tis { ifs dif 's. | 
1014 | 1014 ||War Bonds 25% Aug. 1, 1949-51)| 102 li4 | 6 9 9\/11 My % | ther fs 
101g} | 101, War Bonds 24% Mar. 1, 1951-53) 1014) | 101} | 0 16 10 | 118 98 95} | @) (d; |\Australia 34% 1965-69 9% 63 93 
19192 | 1004) | War Bonds 24% Mar. 1, 1952-54), 101% | 101% | 2 211) 2 3104) 100 | = (d) (@) | Birmi “23% 1955-57... 99) | 216 0! 
100% 200% |/Fch Stic 2464 Pele 5, 1955, P2008) 00k }2 4 4/2 45) CR Oh | 25] 9 5 langio-Aeneten Os Flies 
101% | 100} ||\War Bonds % Aug, 18, 1954-56) 1Oljxd} 10lxd | 1 4 2/2 6 Si] 70/9, 67/9) 10 6) 5 a@ Assoc asian Of .. / we : 5 9 
LOL} | 1014 Funding 27% June 15, 1952-57.) 101g. | 101§ | 1 5 6) 210 6/] 78/6, 71/9 224 « | 144 ||Assoc. Port.Cem.,Ord.Stk.£1)  75/ 13/9 |6 20 
105 | 102) |/Nat. Def. 3% July 18, 1954-58.) 103. | 105 | 1 5 9) 212 6/| 19/0 17/0} 40 c! 40 c|/Austin Motor, Ord. Stk. 5/- 17/9 110 & 
103) | 102) | War Loan 3% Oct. 15, 1955-59. 103§ | 1035p | 1 6 5/213 111) 69/6 66/- 7 @| 7 /|iBarclays Bank, Ord. 'B’ fi.) 68/ 67/- 4317 
993 | \Sev. Bonds $% Ang, 1955-65) 98ix  9Bixd 114 7) 3 1 Bi) 137/- 129’-| $5 @| £19 5 tes Ratcliff, Ord. £1 130/%; 313 ot 
we | 98) | Funding 24% A 1 a 956-61 . || a i}2 9 3}212 Ti 92/-| 90/6 12 b 8 a \British Ox » Ord. £1,..... Ly an ea 
97 Funding 3% April 15 1959-69..) Sif | 97 | 116 5/3 4 Si] 35/35/45) 5b aba | 1 En 33/9 4 bli 
107} | 1055 |\Punding 4% May 1, 1960-90... 107 | 107} | 1 9 5 3 5 lef 17/1) 16/7) 206! 5 a Distillers Co 25: y 17/6 4 353i 
963 | 944 | Sav. Bonds 3% Sap: ts 2500-305 xd} 96xd} 117 7,3 5 li} 32/3, B/9| Be! 4 eh ng, Ord, fi... | 31 31/3 525 
935 | 91y Sav. Bonds 24% } y 1, 1964-67) 93) | 93) | 11610/3 0 91} 63/0} 60/-| 15 ¢! 15 c\\Dunlop Rubber, Ord fi... 60/9 } 61/- 418 4 
108$ | 106 Vict. Bonds 4% Sept.1, 1920-76) 107§xd) 107fxd. 112 0) 3 5 10*| 42/10) 40/3, 76); 3 @|\Imp. Chem. Ind. Ord. Stk fi | 41/3 417 0 
st | Bub eso i aug 8 ao) satel od | URLS ed Eas 3 tie] ib penal tbe Oe | gah | gas 8 

‘ % Z | j 5! 33 6} 30/14 10 c| , eet eee " ; 9 1 
944 | 91f Conv. 34% (after Apr. 1, 1961) .| % |2 1 3/315 5f] 44/6 39 3 10 | 0 ¢ lICever & Unilever Ord ai. a 3 4/3 $11 0 
VOL | 67% | Treas.Stk.24° (afterApr.1,1975)) 70 7 (119 7/312 4/| 60/9 59/1} 5 6| 7)a\ London Brick, Ord. ea i an; 6o/. 434 
83§ | 80$ Treas Stk.3°%, after Apr. 5 83 | 2 0 0/315 af] 37/1) 33/3 17)b| Tha IP chin J’nson’ Ord, Stk. 10/- St) 3%6/- | 6 18 lit 
oo LSet ee cee homie 7 see | 8% [2 0 2/3 910 44/9, 42/9) 46) 8 allP. &O; Det Stk 11 Wass | 456 (510 4 
| e pyaton.s "ola ber Doc. 1, 3953)) eh ° : , 0| 3 16 50} 273 {t77 ys +77}, ¢ |/Prudential, ‘A’{1 ......... 28 233 2 4 I 
9st | 92} Brit. El 3%, Gd. Apr. 1, 1968-73 8) S10 TL 228, b/9) Whe) lhc iStewarts & Lloyds, Def. £1.) 52/3 | 52/5 415 ? 

| Bri o Gd, Apr. 1, 118 5/3 6117 “Shell” 2 6 6 
94 | Q1g |\Brit. BL 3°¢ Ga. Mar. 15, 1974-77) (119 0/37 81 | jabe ere Oe e' |\ 4 
96, | 86 | Brit. Tpt. 5% Gd. July], 1978-88) | 89% | 2 011} 320 1 + ae 
95} | 92§ |\Brit. Tpt.3°% Ga. Apr. 1. 1968-7 \118 7/3 7°11 $2 
895 | 85} | Brit.GasGd. 3% May 1, 1990-95. 89} | 88/2 010/310 6/ _* 
if | i 
tion yields are wor out on at stoc 






(a) Interim. (0) Final. (¢) Whole year. Int. paid half-yearly. 
ee atter capital bonus, (J) To ~~ redemption date. 
m) Final dividend on increased i i i 

after capital bonus. _ nee 


repaid at latest date. Such yields are marked ‘!’. 
(Funding “oe Suit os which the yield is taken 
m) Net yields are calculated after ing for 


to 
tax 9s. in £. F i 
Assumed average life 14 years 4 months. - inf. (f) Flat yield. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended January 28, 1950, total 
ordinary revenue was £166,458,000, against 
ordinary expenditure of £51,134,000 and issues 
to sinking funds nil. Thus, including sinking 
fund allocations of £13,500,000 the surplus 
accrued since April Ist is £387,909,000 com- 
pared with £617,602,000 for the corresponding 
period a year ago. 

ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 

eceipts into the 

(£ thousand) 






RECEIPTS 
Ways & Means Ad- 
vances 


































CHANGES IN DEBT (£ thousand) 






BANK OF ENGLAND 
RETURNS 


! PAYMENTS 
Treasury Bills .... 31,778 
17,350 Nat. Savings Certs 200 
24% Def. Bonds... 56 
3% Def. Bonds... . 418 
3%, Ter. Annuities. 1,718 
Tax Reserve Certs. 27,052 


Other Debt :-— 
Internal ....... = FEBRUARY 1, 1950 
Treasury Deposit 
| Receipts ....... 66,000 
et saiaittnaidinsionens 
oe ia ISSUE DEPARTMENT 
: i 
FLOATING DEBT Notes Issued: - ' Govt. Debt... 11,015,100 

























Esti — (g million) - Cieplatins 1245,473,461 | Other Govt. $a60 snaues 
“Sti- | April | April n Bankg. De- | Securities ... :268, 
Revenue mate, 1 i Week | Week Ways and partment... 54,883,362 | Other Secs.... 704,367 
to to fended | ended Treasury 5 | Coin {other 
. Bills ae Sots than gold)... 11,574 
ate Genie en F ;} Amt. of Fid. ——— 
eo aed Bank ing | “Issues ...... 1300,000,000 
| Public | _ of Debt Gold Coin and 
| i Tender; Tap } Depts. | Eng- | Bullion (at 
pee e cs 5 land | 248s. Od. per : 
Sur-tax ......... 1 105,000 59,250 73, 5,900 4,900 } 02. fine)... 356,823 
Estate, etc., Duties 176,000] 145,500, 157,700] 4,450 2,800 SEE —_—--——-- 
Stamps. ......... , 48,500 46.413 42,700 1,000, 1,200 2210-0 | 2160-5 8 1300,356,823 | 1500,356,823 
Profits Tax .... 240 160,840; 223,960) 4,300 4,700 i 
BS ian , 73,705, 33,000, ... | (400 
Other Inland Rev.! 1, 295 3501 ... | 80] Nov. 5}2870-0| 2122-9 “5 e137 
SpecialContributn.| 25, , 2 » 121 2900-0 2091-8 +5) 6117-2 
necialContributn —_ 9,900 200 19} 2920-0 | 2079-8 -516148-5 BANKING DEPARTMENT 
Total Inland Rev. 208550011441050 15037451100829 110228 26 | 2950-0 | 2049-8 +516159-7 fr : 

00 earl aan RTA al a nal 04-84m : Capital «00.5 14,553,000 | Govt. Secs. 446,523,941 
Customs.......4. 829,650) 680,578 673,752; 8,407 14,110 | Dec. 3) 2960-0) 2023-7 *516199-3 P race en eer ome 
Excise ..sscesses 663,600) 616,741, 577,414] 44,041 33,814 | 10] 2970-0) 1985-6 So oh ICG ony Rage canons a SRR 

a ri 171 2970-0} 2005-9 -516226-4 Public Deps.:- 133,437,508 Discounts and 
fotal Customs & 24] 2980-0 | 1952-1 -0]6186-9 | ublic a a ae ag ges! 
il i ¥ ‘ iM. S. i eCUTITIES. ..« 49,404 £08 
Bache 15. \ MOUMRSPTERD IRERIO RAG AT AN] aS 0S O/e1M6-S | Sal deck 199,094,414, 
Motor Duties. .... | 54,0001 46,273 50,292] 3,225 5,083 “0 0 ee 
Surplus War Stores| 44,000) 95,695 77,78) 108 401 “0 04 Be Dee eel ins 
Surplus Receipts! i ankers...,. 288,011,377 | Notes........ $4,883,362 
irom Trading..| 18,000) 24,564, 47,54 Other Acts... 113,427,045 ; Coin.......-+ 5,110,794 
P.O.(Net Receipts); _ ... | Bas ae cena oe Sl AES" 
Wireless Licences. | 12,000, 9,675, 10,390 1,920, 2,200 553,197,885 555,197,885 
Crown Lands..... 1,000 810 B50) as 









Receipts from| 
Sundry Loans. . | 20,000; 
cell. Receipts. . ! 


us 












TREASURY BILLS 


* Including Exchequer, Savings Banks, Commissioners 
1s of National Debt and Dividend Accounts. 
(£ million) 







Average 






—f}———'___} __ ___ Amount 
Total Ord. Rev... 377775q}3049209 5026099169428 166458 | Date o hk ate, | allottea COMPARATIVE ANALYSIS 
ender | : at 1: 
SeLF-BALANCING | j i Offered) “PPI lotted| Min. (£ million) 
Post Office... «+» 159,630] 125,090, 132,100} 4,890, 4,500 or 



























Income Tax on} 


E.P.T. Refunds} 5,700, 7,152) 10,134) 12) 194 




























170-0 270-6 
aera 
Total ... + id ite sees 3943080'3181451 3168321164430'171152 | Oct 28 | 230-0 | 296-5 10 562 68 
ssues out of the Exchequer 4 Dept, -— | | 
‘quiet Sedieenaba” er: Sie ee eee Ss tal 8 Notes in circulation. .... 1260-4) 1247+ 7:1245-5 
” . 230-0 294-3 | 230 10 5-66 69 Notes in banking depart- - j 
” ¢ . rm , WOE 65s Cit 0) 52-7| 54-9 
. 25 230-0 260-0 230: 10 5-9] 61 Government debt and i | 
; : securities® .....06.008 299+ 3}1299- 3,1299-3 
Dec. 2 | 230-0 | 512-5 | 230-0 3 a S Other securities......... 0-6 07, 0-7 
ee art aeei we amis GORD isso soins ks oeeidac 0-4 0-4 0-4 
” 23 | 230-0 | 292-4 | 230-0] 10 4-36 | 69 Waleed a's. por faw-at... 248/0, ~— 248/0 
~OnpiNany ” 30 | 230-0 | 253-9 | 230-0] 10 5-09 | 89 Donat voor | 
_XPENDITURE 50  SiaiaBe . : é 
Int. & Man. of Jan 6 | 230-0 | 281-9 | 230-0] 10 4-95 | 88 Sceconep aoe Agnes 117-4} 117-4) 125.3 
Nat. Debt... | 485,000] 364,556, 360,519 2,514) 3,076 | ~ , 13 | 230-0 | 266-1 | 230-0] 10 5-83 | 43 ican. " 291-7; 291-7, 288-0 
Payments to N. | 7 20 | 220-0 | 271-4 | 2200] 10 5 74 20 ee eee 111-3) 110: 113-4 
One eens aes | 30,000) 22,088, 29,442 1,672, 2,030 27 | 220-0 | 286-9 | 2100! 10 5°66 1 63 MME ccspnncneet scan 535-9 531-8] 534-8 
pd ny a 12,000 67) On January 27th applications for bills to be paid on | Securities :— 

a ee tae , pes Monday, Wednesday, Thursday, Friday and Saturday Conermmeet Sapien cae “06-6 3-9 se § : 
Total. 224 | j 54g | were accepted as to about 63 per cent of the amount mecounts; Cte... 6 00.3 s es . . ‘ 
Supply Se ica eee ep ereorees j ataee aan applied for at £99 17s. 5d., and applications at higher ME SoS ia Soh hated eee 22-8 23-8 28-5 

’ .- ibe prices were accepted in full. Applications for payment Total... 2. escecasencecs 508-7) 492-2) 493-2 
Total Ord. Expd.. '3329707]2418538: 2624681] 69,309, 51,134 | ° Tuesday were accepted] at £99 17s. 6d. and above Banking dept. res......... 45-4) 57-9! 60-0 
Sinking Funds... | 13.069 13 ; . in full. Treasury Bills to a maximum of £210 million | | Serres % % % 

cca Le ; ; ce a are being offered for February 3rd, For the week ended Poopartion:  inisccs ccecx il- 10-8| ii-2 













| 


Total (excl. Self-| 
309, 51,134 


9707]2431607 2638181] 69, 





Bal. Expd). .. {8 Po Po 
SELF BALANCING ial 

Post Office. sss | 159,630]125,090 132,100) 4,890! 4,500 

Income Tax on} | | 

EPT, Refunds} 5,70 7,152, 10,13) 112) 194 





Total... ees '3495037}2563849 27804121 74,311 55,828 
omy decreasing Exchequer balances by {103,317 to 





February 4th the banks will not be asked for Treasury 


NATIONAL SAVINGS 














i | 
j | 

* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {1,350 million to £1,300 
million on December 12, 1949. 








¢ thousand) 


GOLD AND SILVER 


































7 ee ee ee ee Ce TT. nc eeeeee eee 2,300 83,500 The Bank of E d’s official buying price for gold 
(5,747,385, the other operations for the week decreased ioe 2,350 | 101.750 | was raised from 172s. 3d. to 248s. Od. per fine ounce on 
the gross National Debt y £109,874,955 to £25,320 million, |} “*"" “*"*°"°"**""* ~ Li September 19, 1949, and the selling aches to ‘antharized 
Net Savings .........<.- dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
NET RECEIPTS (f i) Defence Bonds :— cash prices during last week were as follows :— 
Nil ee fcon 
NET ISSUES (£ thousand) a —}— 
Post Office and Net Savings .........++- 1950 
EPT. Refunds... sheet eeeesstctttitts SY | po. and Trusies Savings London |New York) Bombay Bombay 
ousi Banks :— a 
aM OMT ete neeeet cn AY ere 950] Recelpts.-cveeseesseevee | 2478 | 14201 | 14,378 | 
ccal Authorities Loans Act, 1945, s. 3(1)........ 850 | Repayments ....++.+++++ , , Zs <= nae & RS. a 
On industry Nationalization Act, 19. , & 341 11000 cies Jan. aes | 3 Market Closed 
Ome en ae eer m 28. | Markets 12" 24 lad” 3 
mance Acts, |: a Credits... ‘ot et NZS... veceees .* arke Closed 
ee ee 57 | interest on cartidcaten repel pee pe 181 84 114 5 
5,552 | Interest accrued on sa Feb, 1. 64 180 13 | 114 3 





remaining 
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Are you shipping to Canada, or the West Indies? Why 
not take advantage of this Bank’s complete facilities? Our 
first-hand knowledge of these markets is at your disposal. 


THE BANK OF NOVA SCOTIA 


108, OLD BROAD STREET, LONDON, E.C.2. 


Over 350 Branches across Canada, in Jamaica, Coba, Puerto Rico, 
Dominican Republic, and London, England; an Agency in New 
York and Correspondents throughout the world. 


Established in Canada in 1832 with Lintited Liability. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER. 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 

(1948 Accounts) 





HONGKONG AND SHANGHAI BANKING CORPORATION 


NOTICE IS HEREBY GIVEN that the Share TRANSFER BOOKS 
of this Corporation will be CLOSED from February 23rd to March 
10, 1950, both days inclusive, for the purpose of preparing for payment 
of dividend for 1949. : | AE Ss ee 

THE BOND STREET STAMP AUCTIONS 

The H. R. Harmer Saleroom is the. Mecca of all serious Philatelists. 
The auctioneers of the ‘* Hind’’ and * Roosevelt '’ Collections invite 
you to contact them if you have fine stamps or Collections for dis- 
posal. If you wish to buy, write for Catalogue subscription blank. 
Airmail editions of Catalogues are available six to seven weeks in 
advance of Sales. ~~ all serious Philatelists, the H. R. Harmer 
Service is indispensable. 

“H. R, HARMER, LTD., 39-42, New Bond Street, London, W.1. 

Tel.: No. MAY. 0218. Cables: “ Phistamsel London” 


YOUNG Chartered Accountant is required to train for a respon- 
4% sible position with a well-known manufacturing company. The 
appointment calls for outstanding qualities of personality and drive, 
and provides excellent opportunities for rapid advancement. good 
commencing salary is offered and the prospects are excellent. Appli- 
cations are invited from men aged 25 to 30 years, stating fully 
qualifications and experience to Box 326. 





EP invites applications for the following posts: (a) Senior 

Research Worker in economics, salary in range £700 x £35 to 
£300 x £50 according to qualifications. Candidates, between 25 and 
35, must have a Ist or good 2nd class degree in economics and some 
practical working experience; (b) editorial assistant to_ Director, 
salary £500-£600 x £35. e limits, men 30, women 45. Candidates 
must have a university degree and some journalistic experience, 
Applications. - writing, to the Director, 16, Queen Anne’s Gate, 
zondon, §,W.1, 


h ARKET RESEARCH. For its market research section large 
public company requires man (aged about 28-35) whose previous 
experience qualifies him to carry out surveys for producer goods, 
Ability to n trade investigations, conduct interviews with users 
and potential users of the co my’s products, and write concise 
reports, is more important t experience of sample survey 
techniques. Must be interested in theory and practice of marketing 
and distribution and have knowledge of modern methods, Apply 
giving reference: MR/1 to Box 324. 
4 Oe representing major industry of primary importance 
4i.to Sterling area economy has vacancy for an Economist/ 
Statistician, academically qualified, and with experience of advanced 
modern statistical techniques. Post is based on London, but may 
involve occasional travel abroad. Substantial remuneration will be 
offered to a man of the quality required. Write Box 940, Dorland 
Advertising, 18/20, Regent Street, ndon, S.W.1, 


(JENERAL WORKS MANAGER required for old-established Com- 
ny in Midlands of 1,000 people, engaged on manufacture of 
light engineering and allied consumer . Salary £2,000 to man 
wae right “experience ane pea as Pension scheme. Write 
a , experience, qu ca , ete, to A 
Industrial Consultants Ltd.. Brook House, Park Lane, London Wet 
MBITIOUS, able man, 33, B.A. B.Sc. Oxon., travelled, exp, 
development/sales in chemical industry, wants position of greater 
scope and responsibility. Salary not less £2,000 p.a.—Box 330. 


((1OME and ‘have your ‘celebrations with ours—25th Anniversan 
Year at S. F. Grill & Café, 6, Denman Street, Piccadilly Circus, 


Postal e 
Tuition for B. c.ECON. 


The London University B.Sc. Econ, Degree 4 « valuabie quatification 
research and work in commerce.and industry, and for teaching or adeuinictrng, 
: ete. The ° is Open to all without University 
residence. RL nay prepare for the three examinations at home under the i 
moderate payable by instalments. ¢ desined 


Prospectus from Dept. P17, WOLSEY WALL, OXFORD 


~~ Printed in Great Britain by St. Gigments Press. gal 
at 22, Ryder Sees jeuies's, London. 89 Ue re 








THE ECONOMIST, February 4, 1959 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL ... __... abe ses wee 4,500,000 
CAPITAL FULLY PAID ..._... sn. ber yc aoe, eee oe 
RESERVE FUND & BALANCE carr‘ed oo» €3,183,107 
DEPOSITS & CREDIT BALANCES 

as at 28th February, 1949 A oot «+» £94,056 630 


Head Office: THE MOUND, EDINBURCH 


Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, w. 





UNIVERSITY OF LONDON 


A course of three lectures on “ The Theory of the Firm” wil 
be given by Professor A. Henderson (Manchester) at 5 p.m. on 
February 10th, 17th and 24th, at The London School of Economics 
and Political Science, Houghton Street, Aldwych, W.C.2. 

ADMISSION FREE, WITHOUT TICKET. 

JAMES HENDERSON, Academic Registrar. 
BUSINESS EXECUTIVE IN SOUTHERN RHODESIA 

Englishman, ex-India, two years Rhodesia. Proved record sales 
organisation and business management. Excellent references, ali- 
round experience, drive and imitiative. Available to open up com- 
mercial branch, etc., for reputable and progressive British concern. 
Alternatively would consider export department in U.K., where know- 


ledge of India/Pakistan/S. Africa would be of value.—'‘ Advertiser, 
H. 5 c/o Barclays Bank D.C.O., Salisbury, 5.R 


YHE Rhodes-Livingstone Institute, Box 195, Livingstone, Northern 
Rhodesia, invites applications for the following posts: social 
anthropologists, urban sociologists, demographer, and _ historian. 
Starting salaries from £560 to £660, depending on experience. All 
research expenses paid, as well as passage to Northern Rhodesia. 
Applicants should state age, academic training, previous experience, 
and should submit list of referees as well as a medical certificate 
stating physical fitness for work. in the tropics. 
PPORTUNITY occurs for man at present Chiet Accountant to 
gpenge to similar Position in established and progressive engi- 
neering Company in S.W. London. Good prospects for the right 
man, who should be a competent Accountant (preferably qualified) 
and able to take control of financial accounts and costing. Salary 
in mind £750 p.a. plus generous annual award and pension scheme.— 
Write giving full details of age, education, experience, etc., t 
om fo ae c/o J. W. Vickers and Co. Ltd., 7/8 Great Winchester 
reet, A. 


(Se ac private company of highest standing requires 
a man of proved executive -y OX act as General Manager of 
company’s developing activities in West Africa. Applicants should 
referably have bed previous experience of work in West Africa 
ut absence of such experience will not prevent appointment of 
suitable candidate. Age 30/45. Salary £2,500 to £4,000 per year 
dependent on age, experience, etc. Usual appropriate living 
allowances, leave, conditions, etc.—Write Box ,.e/o Charles 
Barker & Sons Ltd., 31, Budge Row. London, E.C.4. 
TANTED.—Volumes of The Economist, bound or unbound, for 
years prior to 1923.—Write R. G. DuBois, P.O. Box 4701, Cape 
Town, South Africa. 


A CCOCNtany (preferably qualified) age between 30 and 4. 
+i Commercial experience essential, costing experience an adva- 
tage. The salary will be commensurate with qualifications and 
experience of the candidate chosen. Applications should give a&° 
particulars of education, experience, date available and should & 


addressed to the Secretary, shoul td, 
a5, PA. Swithin’s Lage, Ee peevoration 















SENIOR FINANCIAL EXECUTIVE 


28 years residence U.S.A., thorough knowledge all aspects, 
American big business available on consultation or other basis 
to concerns seeking to their American markets. 

x 328, 
22 Ryder St., St. James’s, $.W.1. 
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STELP & LEIGHTON LIMITED 
AGENTS FOR ALL SHIPPING & AIRLINES 
Immediate attention given to individual requests 
si Sor épuervations oy nk hereon 
CIAL ATTENTION GIVEN TO BUSINESS 
i & COMMERCIAL REQUIREMENTS. 
13, FENCHURCH BUILDINGS, LONDON E.C3 Telephone: ROYa! 3!!! 
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OTHER NOTICES APPEAR ON PAGE 203. i 
) { wedily by Tus Economist Nawsrarce, 11. 
» New Font 6.—-Saturday, February 4. 1950. 





